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Proceeding in the Matter of 
“Going Private” Transactions by, 
Public Companies or Their Affili- 
ates (File No. 4-178) 
Comment period expires 
3/15/75. Hearings tentatively 
scheduled to commence in 
April, 1975. 
Notice of Public Proceeding 
Regarding: (1) Such Further 
Disclosure, If Any, of Environ- 
mental Matters in Registration 
Statements, Reports and Other 
Documents Required to be Filed 
or Furnished to Investors Pursu- 
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Act of 1934 As May Be Neces- 
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with the National Environmental 
Policy Act of 1969; (2) Disclo- 
sure in Such Documents or Other 
Socially-Significant Matters, and 
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(3) Investors’ Interest in and 
Use of Such Information (File 
No. $7-551). 
Comment period expires 
5/14/75. Hearings commence 
4/14/75. 
Timely Dissemination of Proxy 
Material and Other Issuer Com- 
munications to Beneficial Own- 
ers (File No. S7-552) 
Request for specific com- 
ments on any specific prob- 
lems encountered in issuer- 
shareowner communication 
process. 


Weis Securities, Inc., et al. 
Public administrative pro- 
ceedings ordered against 
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reporting, customer reserve 
fund, supplementa! report- 
ing and antifraud provisions 
and out of the critical con- 
victions of five of the 
individual respondents. 

US v. Alan C. Solomon 
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ing certain bonds held in 
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silver involved. 

SEC v. G. C. George Securities, 

Inc., et al. 
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Comment period extended to 

3/14/75. 
Notice of Proposal to Amend 
Rule 70 under the Public Utility 
Holding Company Act of 1935 
to Clarify the Distinction between 
Insurance Companies and Invest- 
ment Bankers for Purposes of 
Section 17(c) of that Act (File 
No. S7-533). 

Comment period expires 
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SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5567/February 6, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11231/February 6, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18805/February 6, 1975 


TRUST INDENTURE ACT OF 1939 
Release No. 380/February 6, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8665/February 6, 1975 


NOTICE OF PUBLIC FACT-FINDING INVESTIGATION 
AND RULEMAKING PROCEEDING IN THE MATTER 
OF “GOING PRIVATE” TRANSACTIONS BY PUBLIC 
COMPANIES OR THEIR AFFILIATES (File No. 4-178) 


The Securities and Exchange Commission announced to- 
day that it has ordered a public investigatory and rulemak- 
ing proceeding, including public hearings, to ascertain 
facts, conditions, practices and other matters relating to 
so-called “going private’. transactions by public companies 
or their affiliates. It invites both oral and written com- 
ments from interested persons regarding proposed rules 
dealing with, as well as various specific inquiries related 
to, such transaction in light of the staturory purposes 
underlying the Federal securities laws, particularly the 
Securities Exchange Act of 1934 (“Exchange Act”). The 
purpose of this investigatory and rulemaking proceeding 

is to develop a factual basis for determining whether it is 
necessary or appropriate in the public interest or for the 
protection of investors for the Commission to adopt one 
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or more rules under the Exchange Act 1/ based in whole, 

in part, or on some combination of the rules proposed 

herein and/or to recommend further legislation to the Con- *| 
gress in this area. 


In announcing this proceeding, the Commission does not 

wish its position to be misunderstood. The phenomenon of 
“going private” is important and raises significant questions 

of investor protection which should be thoroughly explor- 
ed. It is for that reason that the proceeding has been order- 
ed. The Commission, however, has reached no conclusions 
with respect to the proposed rules. They are included to 
provide,a framework for the hearing and the comments. 
Other suggestions will be welcomed. 


During the pendency of this proceeding, the Commission's 
staff will process filings, the Commission will initiate and 
its staff will conduct enforcement proceedings where appro- 
priate, and the staff will respond to “‘no-action,” interpreta- 
tive, and exemptive requests regarding so-called “going 
private” transactions. These rule proposals are in no way 
intended to limit the present applicability of existing pro- 
visions of the Federal securities laws and the rules and re- 
gulations promulgated thereunder relating to “going pri- 
vate” transactions. 


In addition to rules dealing with the “‘going private” 
phenomenon, the staff is currently preparing for submis- 
sion to the Commission proposed rules dealing with issuer 
tender offers in general. 


|. BACKGROUND 


There is presently no definition of a “going private trans- 
action” under the Federal securities laws. One possibility 
would be to define a “going private transaction” to in- 
clude any transaction or series of transactions engaged in 
by an issuer or its affiliate, which would, if successful, per- 
mit the issuer to cease filing reports under the Exchange 
Act. 2/ Another possibility would be to define the 
term to include any transaction by an issuer or its affiliate 
which might directly or indirectly result in the issuer being 
able to cease filing reports under the Exchange Act or 
which might result in a significant impairment in the 
liquidity of the trading market in its equity securities. 


A “going private’ transaction may involve the use of one 
or more corporate devices. For example, the issuer may 
make an offer to purchase all equity securities outstanding 
for cash or other securities by means of a request or invita 
tion for tenders. The management of the issuer and its 
majority security holders often choose to retain owner- 
ship of their shares. Minority security holders are faced 
with the choice of tendering and receiving the considera- 
tion offered or remaining a security holder. If the offer is 
accepted by enough security holders, non-tendering secur- 
ity holders may find that whatever liquidity existed in the 
trading market for the issuer’s securities has been severely 
undermined or has disappeared entirely. Moreover, those 
security holders may lose the protections of Sections 13, 
14 and 16 of the Exchange Act if the issuer becomes 
eligible for and seeks termination of its registration under 
Section 12. Further, in the case of issuers having a duty 
to file reports pursuant to Section 15(d), that duty may 
be suspended. 
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Other issuers may determine that an offer to purchase is 
unsatisfactory since a security holder can remain a secur- 
ity holder by non-action. In those circumstances an issuer 
may split its securities in reverse (for example, offering one 
new share for 50 outstanding shares) which may require 
the approval of, and the solicitation of proxies from, secur- 
ity holders depending upon the applicable law. The terms 
of such reverse splits generally are designed to ensure that 
smaller security holders receive only fractions of a whole 
share; as part of the procedure, the issuer does not issue 
fractional shares but instead purchases old shares, or dis- 
tributes cash in lieu of any fractions which would have 
been issuable. Security holders must sell their old shares 

or their newly received fractional interests or “round up” 
by purchasing enough fractional shares to be entitled to 
receive one new share. The rounding up process usually 
requires a substantial new investment. Moreover, if the 
issuer has offered a price higher than current market for 
the old shares, a security holder desiring to round up will 
probably have to match that price. Thus, a security holder 
must sell out or make another substantial investment. Not 
only is the substantial investment a disincentive to round- 
ing up, but also the security holder must contend with a 
probable lack of liquidity in the new shares and the pos- 
sibility that the issuer will be eligible to cease filing reports 
under the Exchange Act. 


Furthermore, under the law of many states the controlling 
persons of a corpuration can initiate or effect a merger in- 
to a “shell’’ corporation also owned by them, requiring all 
security holders to take cash or a newly created debt se- 
curity. Such a transaction may require the approval of, and 
the solicitation of proxies from, security holders depend- 
ing upon the applicable law. The resulting corporation buys 
the going concern and minority security holders are forced 
to take cash or the newly created debt security, or in some 
states, may exercise dissenters’ rights and elect to receive 
an amount determined by an independent appraisal. Under 
many state statutes, however, questions have been raised 

as to whether the procedures involved and the tests of fair- 
ness developed adequately protect minority security hold- 
ers. 


On September 9, 1974 the Commission announced a Pub- 
lic Fact-Finding Investigation in the Matter of Beneficial 
Ownership, Takeovers, and Acquisitions by Foreign and 
Domestic Persons (File No. 4-175). 3/ One of the specific 
inquiries of that proceeding was: 


Whether the Commission should adopt a schedule 
of disclosure items pursuant to Subsection 13(e) of 
the Exchange Act for issuers making tender offers 
for their own securities, including when issuers 
attempt to “go private” and cease reporting under 
the Exchange Act. 


The Commission’s staff received conflicting oral testimony 
and written comments from interested persons during such 
proceeding. Moreover, the Commission has received a 
number of letters from shareholders expressing concern 
about the fairness of so-called “going private” transactions, 
and from members of the investment community express- 
ing concern about the impact of such transactions on the 
confidence of investors in the market place. As set forth 

in Section 2 of the Exchange Act: 


transactions in securities...are affected with a national 
public interest which makes it necessary to provide 
for regulation and control of such transactions and 

of practices and matters related thereto, including 
transactions by officers, directors, and principal secur- 
ities holders, ...to impose requirements necessary to 
make such regulation and control reasonably com- 
plete and effective in order to...insure the mainten- 
ance of fair and honest markets.... 


Based on the foregoing, it appears that it may be necessary 
or appropriate for the Commission to adopt general or 
specific substantive provisions in addition to disclosure 
requiremtns relating to some or all “‘going private” trans- 
actions. 


il. PROPOSED RULES 


Based in part on the Commission’s consideration of the 
record developed during this investigatory and rulemaking 
proceeding, the Commission may adopt or propose for 
comment one or more rules under the Exchange Act and/ 
or may recommend further legislation to the Congress in 
this area. For the purposes of this proceeding, comments 
and testimony are requested to focus on the rules which 
are proposed below. 


A. Proposed Rule 13e-3A 


This proposed rule would make certain purchases of an 
issuer’s equity securities, and certain solicitations of 
proxies in connection therewith, by the issuer or its affili- 
ates, as defined, unlawful unless the issuer or its affiliate 
complies with specific disclosure and substantive provi- 
sions. The rule is designed to protect investors, particularly 
the interests of minority security holders, in “going private” 
transactions. For the purpose of the rule, “going private” 
transaction—which is referred to as a “Rule 13e-3 transac- 
tion’’—means any one of a number of specified types of 
transactions, which if engaged in by an issuer or its affili- 
ate, might directly or indirectly result in, or be part of a 
plan which might result in any one of a number of 
specified effects. The types of transactions covered by 

the proposed rule include: (A) a purchase of any equity 
security; (B) a cash tender offer, an exchange offer, or 
any other tender offer for or request or invitation for 
tenders of any equity security; or (C) a solicitation of any 
proxy, consent or authorization of a holder of any equity 
security in connection with any merger, consolidation or 
similar business transaction between an issuer (or its sub- 
sidiaries) and its affiliate; a sale of substantially all of the 
assets of an issuer to its affiliate; or a reverse split of any 
equity security involving the purchase of fractional shares. 
The types of effects covered by the proposed rule include: 
(A) causing a class of equity securities to be subject to 
delisting from a national securities exchange; (B) causing 
a class of equity securities to be eligible for termination 

of registration pursuant to Section 12(g)(4) of the Ex- 
change Act; (C) causing an issuer to be eligible for suspen- 
sion of reporting obligations pursuant to Section 15(d) 

of the Exchange Act as at the beginning of the next fiscal 
year of the issuer; or (D) causing a class of equity securi- 
ties which is authorized to be quoted in an inter-dealer 
quotation system of a registered national securities asso- 
ciation to cease to be so authorized. 
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The proposed rule would require the mailing of certain 
specified information to all holders of record and all known 
beneficial owners of the affected class of equity securities 
and would provide for a twenty day “waiting period” dur- 
ing which a Rule 13e-3 transaction could not be effected. 
The requisite information would include, among other 
things, the source of funds for the transaction, the purposes 
of the transaction and intentions with respect to the future 
conduct of the business, background information regard- 
ing affiliates, an opinion of counsel respecting the legality 
of the transaction, certain financial information, recent 
acquisitions of securities, dividend and market price infor- 
mation, and a summary of an evaluation by two qualified 
independent persons of the consideration to be offered to 
the security holders of the affected class of securities who 
are not affiliates of the issuer. 


The proposed rule would also require that the consideration 
offered to such security holders shall constitute fair value 
as determined in good faith by the issuer or its affiliate, and 
shall be no lower than the consideration recommended 
jointly by two qualified independent persons. In making 
their recommendation, such persons would be required to 
consider, among other factors, the value of the assets and 
earning power of the issuer. Such persons would each be 
required to have reasonable grounds to believe, and believe, 
after reasonable investigation, that their jointly recom- 
mended consideration constituted fair value to the security 
holders of the affected class who are not affiliates. In addi- 
tion, they would be required to submit to the issuer a 
written report and opinion based thereon regarding the 
fairness of the recommended consideration to the non- 
affiliated security holders, setting forth the procedures 
followed, the basis for and method of arriving at the recom- 
mended consideration and any limitation imposed by the 
issuer or affiliate on the scope of their investigation. 


If the Rule 13e-3 transaction takes the form of a cash 
tender offer or exchange offer, the solicited security hold- 
ers would be provided with unlimited withdrawal rights at 
any time prior to acceptance for purchase, pro rata rights 
during a twenty day “waiting period” and the right to be 
treated equally with respect to any increase in the offered 
consideration. Any purchase within sixty days after the 
expiration of a tender offer shall be deemed to be part of 
that tender offer. And in those cases where an issuer would 
no longer be required to file reports pursuant to Sections 
12 or 15(d) of the Exchange Act, the rule would provide 
for a twenty day “take out” period during which all re- 
maining security holders would have an additional oppor- 
tunity to tender or excnange their securities for the same 
consideration offered in the Rule 13e-3 transaction. 


The proposed rule would not be applicable to transactions 
by companies registered under the Public Utility Holding 
Company Act of 1935 or the Investment Company Act of 
1940, nor would it be applicable to redemptions, calls and 
other similar transactions involving a purchase of an equity 
security by an issuer pursuant to specific provisions set 
forth in the instrument(s) creating or governing that class 
of equity securities. 


B. Proposed Rule 13e-3B 


As an alternative to certain of the substantive provisions of 
the foregoing proposed rule, the Commission is also pub- 
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lishing for comment another form of substantive regula- 
tion—denominated as Rule 13e-3B for the purposes of this 
proceeding. Proposed Rule 13e-3B, if adopted, would also 
include some or all of the disclosure and tender offer re- 
quirements set forth in proposed Rule 13e-3A. To avoid 
repetition, proposed Rule 13e-3B does not include such 
specific requirements. 


Proposed Rule 13e-3B would apply to any transactions by 
an issuer which has a class of equity securities registered 
under Section 12 of the Exchange Act or which files reports 
under Section 15(d) of the Exchange Act, or by an affiliate, 
as defined, involving the purchase, directly or indirectly, of 
any equity security of the issuer which would result or was 


intended to result in any one of the following consequences: 


(1) compelling a security holder of the issuer to terminate 
his equity interest in the issuer; (2) reducing, directly or in- 
directly, by 25 percent or more, of the amount of any class 
of equity security of the issuer outstanding prior to the 
transaction and held beneficially by persons other than the 
issuer and its affiliates; (3) causing a class of equity securi- 
ties of the issuer to be subject to delisting from a national 
securities exchange; (4) causing a class of equity securities 
of the issuer to be eligible for termination of registration 
pursuant to Section 12(g)(4) of the Exchange Act; (5) 
causing an issuer to be eligible for suspension of reporting 
obligations pursuant to Section 15(d) of the Exchange Act 
as at the beginning of the next fiscal year of the issuer; or 
(6) causing a class of the issuer’s equity securities authorized 
to be quoted in an inter-dealer quotation system of a na- 
tional securities association to cease to be so authorized. 


When any such consequences would or are intended to 
occur, the proposed rule would require that the terms of 
the transaction, including any consideration to be paid to 
any security holder, be fair, and, in the case of a transac- 
tion by the issuer, that a valid business purpose for the 
transaction exist. The proposed rule is intended to provide 
the Commission with sufficient flexibility to deal with any 
type of transaction by an issuer or its affiliates which, if 
effected, would have the same consequences. 


Proposed Rule 13e-3B would provide the same exceptions 
as proposed Rule 13e-3A. In addition, transactions exclu- 
sively among affiliates of the issuer would be exempt, since 
neither minority security holders nor the issuer would be 
involved. 


ill. ADDITIONAL INQUIRIES 


In addition to the specific issues raised by the proposed 
rules, the Commission requests written comments and 
testimony concerning the following general areas: 


A. Whether the proposed rules should apply to purchases 
by an issuer or affiliate of the equity securities of the issuer 
which have consequences in addition to those specified in 
the rules? 


B. Inasmuch as “going private” transactions may involve 
conflicts of interests, and the terms of such transactions 
may not be based upon arm’s length bargaining, should 
additional steps be taken to protect investors in such 
transactions? ° 
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C. With respect to evaluations, such as appraisals, in con- 
nection with “going private” transactions, should specific 
requirements be aodpted relating to: 


(1) Additional bases for an evaluation, such as an alloca- 
tion of post-transaction benefits or other relevant values; 
or 


(2) Qualifications, methods of selection and standards of 
independence relating to persons making such evaluations? 


D. Should a rule be adopted to require expressly specific 
disclosure of budgets, internal projections and future plans 
of an issuer or its affiliates in connection with “going priv- 
ate” transactions? 


E. Assuming a vote of security holders is involved in a 
“going private” transaction, should a rule be adopted to 
require affiliates to vote their securities with the majority 
of, or in proportion to, the votes of security hoiders who 
are not affiliates? 


F. Should a rule be adopted requiring a vote of security 
holders in connection with all “going private” transactions? 


G. In view of the proposed requirements regarding fair- 
ness, is it necessary to require, in addition, taht there be 
a neutralization of the vote of affiliates of the issuer? 


H. In lieu of the 25% standard in subsection (b)(2) of the 
proposed Rule 13e-3B, should a sliding scale be used with 
regard to reductions in the number of shares outstanding 
such as for different types of sizes of issuers? 


1. Should commissions or other remunerations paid or 
given, directly or indirectly, for soliciting proxies or sales 
of securities be prohibited or limited in some or all types 
of “going private” transactions? 


J. Should the Commission adopt rules relating to ““going 
private” transactions involving closed-end investment 
companies registered under the Investment Company Act 
of 1940? 


K. Should other types of transactions be specifically ex- 
empted in whole or in part from the proposed rules, and 
in regard thereto, should the time elapsed between the 
most recent public offering of securities and the proposed 
transaction be considered as a relevant factor? 


L. Should a rule be adopted containing a general exemp- 
tive provision and, if so, what standards should be included 
therein? 


IV. PROCEDURES 


Any interested person wishing to submit a written state- 
ment of views or suggestions concerning additional topics or 
inquiries relating to “going private” transactions which 
should be examined during the course of the proceeding is 
invited to submit such a statement by March 15, 1975. In 
addition, any interested person wishing to submit specific 
written comments concerning the inquiries set forth herein 
and the proposed rules attached hereto is invited to do so 

at any time prior to the close of the record of this proceed- 


ing. All communications should be addressed to George A. 
Fitzsimmons, Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549 and should be captioned 
with File No. 4-178. All such communications will be made 
part of the record of the proceeding and will be available 
for public inspection 


The public hearings are tentatively scheduled to commence 
during April, 1975 at the Commission’s offices in Washing- 
ton, D. C. At a later date, the Commission will issue another 
order designating the specific date, time and place and pro- 
cedures for the hearings. 


This public investigatory and rulemaking proceeding has 
been ordered by the Commission pursuant to Section 21 (a) 
of the Exchange Act and Rule 4(b) of the Commission’s 
Rules of Practice. Attached hereto are proposed Rules 13e- 
3A and 13e-3B, which are proposed pursuant to Sections 
3(b), 10(b), 13(e), 14(a), 14(c), 14(e) and 23(a) of the Ex- 
change Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Section 13(e) of the Exchange Act provides that it shall 
be unlawful for an issuer which has a class of equity securi- 
ties registered pursuant to Section 12 of the Exchange Act 
or which is a closed-end investment company registered 
under the Investment Company Act of 1940 to purchase 
any equity security issued by it if such purchase is in con- 
travention of such rules and regulations as the Commission, 
in the public interest or for the protection of investors, may 
adopt to define acts and practices which are fraudulent, 
deceptive, or manipulative, and to prescribe means reason- 
ably designed to prevent such acts and practices. 


Section 14(e) of the Exchange Act provides that the Com- 
mission shall, by rules and regulations, define and prescribe 
means reasonably designed to prevent fraudulent, deceptive 
or manipulative acts or practices in connection with any 
tender offer or request or invitation for tenders, or any 
solicitation of security holders in opposition to or in favor 
of such offer, request or invitation. 


Section 14(a) of the Exchange Act grants the Commission 
authority to prescribe rules and regulations in the public 
interest or for the protection of investors with respect to 
the solicitation of any proxy or consent or authorization 
with respect to any security (other than an exempted se- 
curity) registered pursuant to Section 12 of the Exchange 
Act. 


Section 14(c) of the Exchange Act grants authority to the 
Commission to prescribe rules and regulations with respect 
to filings with the Commission and transmittals to security 
holders of information substantially equivalent to the infor- 
mation which would be required to be transmitted if a 
solicitation were made, unless proxies, consents, or author- 
izations with respect to a security registered pursuant to 
Section 12 are solicited by or on behalf of the management 
of the issuer from the holders of record of such security in 
accordance with the rules and regulations prescribed under 
subsection 14(a). 
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Section 10(b) of the Exchange Act provides that it shall 

be unlawful for any person to use or employ, in connection 
with the purchase or sale of any security, any manipulative 
or deceptive device or contrivance in contravention of such 
rules and regulations as the Commission may prescribe as 
necessary or appropriate in the public interest or for the 
protection of investors. 


Section 3(b) of the Exchange Act gives the Commission 
authority to define technical, trade and accounting terms 
and Section 23(a) of the Exchange Act grants the Com- 
mission authority to make such rules and regulations as 
may be necessary for the execution of the functions vested 
in the Commission by the Exchange Act. 


2/ An issuer is obligated to file periodic reports under the 
Exchange Act if the issuer: (i) has a class of securities 
listed on a national securities exchange pursuant to Section 
12(b) of the Exchange Act; or (ii) has a class of equity se- 
curities held of record by 500 persons and has at least 
$1,000,000 in assets pursuant to Section 12(g) of the Ex- 
change Act; or (iii) has made a registered public offering of 
securities under the Securities Act of 1933 and has at least 
300 shareholders of record pursuant to Section 15(d) of 
the Exchange Act. An issuer is no longer obligated to file 
periodic reports under the Exchange Act if it delists all 

of its securities and is not subject to Section 12(g) of the 
Exchange Act or if it has less than 300 shareholders of 
record and complies with Section 12(g)(4) or Section 
15(d), and Rule 15d-6 thereunder, of the Exchange Act. 


3/ Release No. 33-5526 (Sept. 9, 1974) (39 Fed. Reg. 
33835) as amended by Release No. 33-5538 (Nov. 5, 
1974) (39 Fed. Reg. 41223). 


* * # 


The proposed rules are as follows: 
RULE 13e-3A UNLAWFUL ISSUER REPURCHASES 


(a) Definitions. For purposes of the rule, the following 
definitions shall apply: 


(1) Affiliate. An “affiliate” of an issuer is a person that 
directly, or indirectly through one or more intermediaries, 
controls, or is controlled by, or is under common control 
with such issuer. 


(2) Class of Equity Securities. The term “class of equity 
securities” shall include any security convertible or ex- 
changeable into, or any warrant or right to subscribe to or 
purchase any security of such class. 


(3) Executive Officer. The term “executive officer” 
means the president, secretary, treasurer, any vice presi- 
dent in charge of a principal business function (such as 
sales, administration or finance) and any other person 
who performs similar policy-making functions for the 
issuer. 


(4) Purchase. A “purchase” means any acquisition for 
value or any contract to buy, purchase or acquire, includ- 
ing any “short form” merger and any purchase of frac- 
tional shares in connection with a reverse split. 
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(5) Rule 13e-3 Transaction. A “‘Rule 13e-3 transaction” 

is any transaction described in subsection (i) which, directly 
or indirectly, might have any of the effects or is part of a 
plan which might have any of the effects described in sub- 
paragraph (ii): 


(i) Types of Transactions: 
(A) a purchase of any equity security; 


(B) a cash tender offer, an exchange offer, or any other 
tender offer for or request or invitation for tenders of any 
equity security; or 


(C) a solicitation of any proxy, consent or authorization 
of a holder of any equity security in connection with any 
merger, consolidation or similar business combination 
transaction between an issuer (or its subsidiaries) and its 
affiliate; a sale of substantially all of the assets of an issuer 
to its affiliate; or a reverse split of any equity security 
involving the purchase of fractional shares. 


(ii) Effects of Transaction: 


(A) causing a class of equity securities to be subject to de- 
listing from a national securities exchange; 


(B) causing a class of equity securities to be eligible for 
termination of registration pursuant to Section 12(g) (4) 
of the Act; 


(C) causing an issuer to be eligible for suspension of re- 
porting obligations pursuant to Section 15(d) of the Act 
as at the beginning of the next fiscal year of the issuer; or 


(D) causing a class of equity securities which is authorized 
to be quoted in an inter-dealer quotation system of a regis- 
tered national securities association to cease to be so auth- 
orized. 


(b) Sco,e of the Rule. \t shall be unlawful for any issuer, 
or any affiliate of such issuer at the commencement of a 
Rule 13e-3 transaction, to engage in a Rule 13e-3 trans- 
action with respect to a class of equity securities of such 
issuer unless such issuer or affiliate complies with all of 
the conditions set forth in paragraph (c) of this rule. 


NOTE: A person who is not an affiliate of the issuer at 
the commencement of such person’s tender offer for the 
equity securities of the issuer will not become an affiliate 
of that issuer for purposes of this rule prior to the termina- 
tion of that tender offer. 


(c) Conditions to be Met. A Rule 13e-3 transaction shall 
be unlawful unless all the following conditions are met: 


(1) The issuer or affiliate shall send the following informa- 
tion in accordance with the provisions of any applicable 
federal, state or other law, but in no event later than 20 
days prior to any purchase or any vote, consent or authoriza- 
tion, to each person who was a record holder as of a date 
not more than 30 days prior to the date of mailing and to 
each person known to such issuer or affiliate to have been 

as of such record date a beneficial owner of the class of 
equity securities subject to the Rule 13e-3 transaction: 
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(i) The title of the class of equity securities to which the 
transaction relates, 


(ii) If the Rule 13e-3 transaction is to be effected by an 
affiliate, (A) the identity of the affiliate; (B) the identity 
of any executive officer, director or parent of the affiliate; 
(C) the principal business, occupation or employment of 
each person identified in (A) or (B) for the last 5 years, 
including the name and principal business of the organiza- 
tion with which such employment was carried on, and (D) 
the date(s) nature of conviction, name and location of 
court and penalty or other disposition of any conviction 
in a criminal proceeding (excluding traffic violations or 
similar misdemeanors) during the 5 years for each such 
person; 


(iii) The source and amount of funds or other consideration 
to be used in making the purchases; and if any part of the 
purchase price or the proposed purchase price is represented 
or is to be represented by funds or other consideration 
borrowed or otherwise obtained, describe the terms of the 
transaction and the identity of the parties thereto; 


(iv) The purpose or purposes of the proposed transaction, 
including but not limited to any plans or proposals to 
liquidate the issuer, to sell its assets or merge it with any 
other person, or to make any other material change in its 
management, business or corporate structure; 


(v) Any contracts, arrangements, or understandings invol- 
ving the issuer or affiliate with respect to any securities of 
the issuer, including but not limited to transfer of any of 
the securities, joint ventures, loan or option arrangements, 
puts or calls, guaranties of loans, guaranties against loss or 
guaranties of profits, division of losses or profits, or the 
giving or withholding or proxies, naming the persons with 
whom such contracts, arrangements, or understandings have 
been entered into, and describing the material provisions 
thereof; 


(vi) The identity of all persons and classes of persons em- 
ployed, retained or to be compensated by the issuer or 
affiliate or by any person on behalf of the issuer or 

affiliate to make solicitations or recommendations to secur- 
ity holders in connection with a Rule 13e-3 transaction and 
the terms of such employment, retainer or arrangement for 
compensation; 


(vii) A description of the effect of the proposed transac- 
tion on the issuer, its affiliates and non-affiliated security 
holders of the class of equity securities, and a description 
of the terms or arrangements of the proposed transaction 
relating to any security holder which are not identical to 
those relating to other security holders; 


(viii) An opinion of counsel respecting the legality of the 
transaction under the law of the state or other jurisdiction 
under the laws of which the issuer was organized; 


(ix) A statement of the intentions of executive officers, 
directors and affiliates of the person effecting the Rule 13e-3 
transaction as to whether they will or will not tender or 

sell or vote securities of the issuer owned or held by them 

or vote securities with respect to which they hold proxies 

and the reasons therefor; 


(x) The two year audited financial statements required to be 
filed with the issuer’s most recent annual report under Sec- 
tions 13 and 15(d) of the Act, together with a balance sheet 
as of the last day of the most recent period subsequent to 
the end of the last fiscal year for which a quarterly report 
was required to be filed pursuant to the Act, and statements 
of income, retained earnings and changes in financial posi- 
tion for the period then ended and for the corresponding 
period of the preceding fiscal year; 


(xi) Pro forma data showing the effect of the proposed 
transaction on (A) the issuer’s most recent balance sheet 
furnished pursuant to (x) above; (B) the issuer’s statement 
of income for the last fiscal year or the 12 month period 
prior to the date of the balance sheet referred to in (A) 
above; (C) book value per share as of the date of the balance 
sheet referred to in (A) above; and (D) the ratio of earnings 
to fixed charges for the period referred to in (B) above; 


(xii) The frequency and amount of any dividends with re- 
spect to such class of equity securities during the last two 
years, any restrictions on the issuer's ability to pay dividends 
and any plan or intention to declare a dividend or to alter 
the dividend policy of the issuer in the future; 


(xiii) The amount of the issuer’s equity securities benefi- 
cially owned as of the most recent practicable date by any 
executive officer, director or affiliate of the issuer, or any 
pension, profit sharing or similar plan of the issuer or affili- 
ate; the aggregate amount of the issuer’s equity securities 
purchased directly or indirectly during the preceding two 
years, if any, and the aggregate dollar amounts paid for 
such securities by the issuer any executive officer, director 
or affiliate and any pension or profit sharing or similar 
plan of the issuer or affiliate; and the number of securities 
purchased and the price per share paid during the last 60 
days by each such person. 


(xiv) A general description of the federal tax consequences 
of the proposed transaction to the issuer and its security 
holders; 


(xv) If there is an established market for such class of 
equity securities, the high and low sale prices of such securi- 
ties (or in the case of trading in the over-the-counter mar- 
ket, or in the absence of trading on an exchange during a 
particular period, the range of representative high and low 
bid and asked quotations) for each quarterly period within 
the past two years and the nature of the market and 

source of the quotations. If the securities are traded on 

one or more exchanges, the name of the principal exchange 
should be given. If there is no established trading market 
excluding limited or sporadic quotations, it should be so 
stated; 


(xvi) The offering price per share, subject to appropriate 
adjustments, the aggregate proceeds received by the issuer 
and the proceeds received by each affiliate of the issuer, if 
securities of the class were offered to the public by the 
issuer or affiliates during the five years preceding the date 
of the proposed transaction; 


(xvii) A fair and adequate summary of the reports, opin- 


ions and the joint recommendation required by subpara- 
graph (c)(2); the method of selection of the persons giving 
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such recommendation and opinions, any material relation- 
ship between such person or its affiliates and the issuer or 
its affiliates which then exists or is mutually understood to 
be contemplated or which has existed at any time during the 
previous two years, and any compensation received or to be 
received as a result of such relationship; 


(xviii) A reasonably itemized statement of all expenses in- 
curred or estimated to be incurred in connection with a 
proposed Rule 13e-3 transaction, including but not limited 
to filing fees, legal, accounting and appraisal fees, solicita- 
tion expenses, and nrinting costs. 


(xix) A fair and adequate summary of any appraisal ob- 
tained by or for the issuer or its affiliate regarding the issu- 
er, its material assets, or securities within the last two years. 


(xx) Such additional material information, if any, as may 
be necessary to make the required statements, in the light 
of the circumstances under which they are made, not ma- 
terially misleading. 


(2) The consideration for the equity securities to be pur- 
chased shall constitute fair value to the security holders of 
such class of the issuer who are not affiliates as determined 
in good faith by the issuer or its affiliate, and shall be no 
lower than that recommended jointly by two qualified in- 
dependent persons. Such persons, in recommending the 
consideration, shall consider, among other factors, the value 
of the assets and earning power of the issuer. They shall 
each: 


(i) after reasonable investigation, have reasonable grounds 
to believe, and believe, that their jointly recommended 
consideration constitutes fair value to the security holders 
of the issuer of such class who are not affiliates; and 


(ii) submit to the issuer a written report and an opinion 
based thereon regarding the fairness of the recommended 
consideration to security holders of the issuer of such class 
who are not affiliates, setting forth the procedures followed, 
the basis for and the method of arriving at the recommend- 
ed consideration, and any limitation imposed by the issuer 
or affiliate on the scope of the investigation; such report 
and opinion shall be available for inspection and copying 
by any interested equity security holder of the issuer at the 
executive offices of the issuer during its regular business 
hours. 


(3) If an issuer or affiliate engages in a Rule 13e-3 trans- 
action involving a cash tender offer, an exchange offer or 
any other tender offer for or request or invitation for 
tenders of any equity security: 


(i) the issuer or affiliate shall file with the Commission 
eight copies of any written offer or request or invitation 
for tenders which shall contain the information required 
by subparagraph (c)(1) and any additional solicitation 
material at the time any copies of the offer or request or 
invitation for tenders are first sent to holders of the equity 
securities, but in no event later than 20 days prior to any 
purchase pursuanito such offer, request or invitation; 


(ii) if any material change occurs in the information filed 
pursuant to subsection (c)(4)(i), eight copies of an amend- 
ment shall promptly be filed with the Commission to re- 
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flect such change; 


(iii) securities deposited pursuant to a tender offer subject 
to this subparagrpah may be withdrawn by or on behalf of 
a tendering security holder at any time prior to the accept- 
ance for purchase of such securities by the issuer or-affiliate; 


{iv) if more securities are deposited during the twenty days 
between the day on which the offer is first sent to security 
holders and the first day on which securities may be accept- 
ed for purchase than the issuer or affiliate is bound or will- 
ing to accept for purchase, any securities accepted for pur- 
chase shall be accepted on a pro rata basis as nearly as is 
practicable disregarding fractional shares; 


(v) if the consideration offered to security holders in a 
tender offer subject to this subparagraph is increased, the 
increased consideration shall be paid for all securities 
accepted for purchase in the Rule 13e-3 transaction regard- 
less of whether such securities were accepted prior to the 
increase in consideration; 


(vi) any purchase by the issuer or affiliate within sixty days 
subsequent to the expiration of a tender offer subject to 
this subparagraph shall be deemed to be made pursuant to 
such tender offer; 


(vii) If the consummation of such a transaction results in 
one of the effects described in subdivision (a)(5)(ii)(B) or 
(C) of this rule, or results in the effect described in sub- 
division (a)(5)(ii)(A) of this rule and the issuer is not subject 
to Section 12 or 15(d) of the Act, the issuer or its affiliate 
within 30 days after such consummation must: 


A. notify any remaining holder of equity securities of that 
class regarding the result and effect of the transaction; and 


B. offer to purchase the securities held by each remaining 
security holder for the same consideration paid in the Rule 
13e-3 transaction for a period of at least 20 days following 
the day the notice required by this subparagrpah is sent to 
each remaining security holder. 


(d) Exceptions. This rule shall not apply to: 


(1) transactions by a holding company registered under 
the Public Utility Holding Company Act of 1935; 


(2) transactions by an investment company registered 
under the Investment Company Act of 1940; or 


(3) redemptions, calls or other similar purchases of an 
equity security by an issuer pursuant to specific provisions 
set forth in the instrument(s) creating or governing that 
class of equity securities. 


RULE 13e-3B UNLAWFUL ISSUER REPURCHASES 


(Note: This rule is proposed in conjunction with and 
includes subparagraphs (c)(1) and (c)(3) of Proposed Rule 
13e-3A but those subparagraphs are omitted to avoid repe- 
tition.) 


(a) It shall be unlawful, as a fraudulent, deceptive or mani- 
pulative act or practice, for any issuer which has a class of 
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equity securities registered under Section 12 of the Act or 
which files reports pursuant to Section 15(d) of the Act 
(the “issuer’’) or any person controlling, controlled by or 
under common control with the issuer (an “affiliate”’), to 
enter into any transaction involving a purchase, directly or 
indirectly, of any equity security of the issuer which does 
have, or is intended to have, any of the effects described in 
subsection (b) hereof unless: 


(1) if such transaction is entered into by the issuer, such 
issuer has a valid business purpose for doing so; and 


(2) the terms of such transaction, including any considera- 
tion to be paid to any security holder, are fair. 


(b) Subsection (a) hereof shall apply to any transaction 
which has, or is intended to have, any of the following 
effects: 


(1) compelling any security holder of the issuer to termin- 
ate his equity interest in the issuer; 


(2) reducing, directly or indirectly, by 25 percent or more, 
the amount of any class of equity securities of the issuer 
outstanding prior to the transaction and held beneficially 
by persons other than the issuer and its affiliates; 


(3) causing a class of equity securities of the issuer to be 
subject to delisting from a national securities exchange; 


(4) causing a class of equity securities of the issuer to be 
eligible for termination of registration pursuant to Section 
12(g)(4) of the Act; 


(5) cuasing the issuer to be eligible for suspension of re- 
porting obligations pursuant to Section 15(d) of the Act as 
at the beginning of the next fiscal year of the issuer; or 


(6) causing a class of equity securities of the issuer which 
is authorized to be quoted in an inter-dealer quotation sys- 
tem of a registered national securities association to cease 
to be so authorized. 


(c) Subsection (a) hereof shall not apply to: 


(1) transactions between or among affiliates of the issuer 
not involving the issuer or any security holder of the issuer 
other than an affiliate; 


(2) any transaction involving a purchase of a security for 
which specific proivisons have been made in any instru- 
ment creating or governing that security; 


(3) transactions by a holding company registered under 
the Public Utility Holding Company Act of 1935; or 


(4) transactions by an investment company registered 
under the Investment Company Act of 1940. 





SECURITIES ACT OF 1933 
Release No. 5568/Feburary 6, 1975 


FOREIGN RESTRICTED LIST 


The Commission has placed Finansbanken a/s on the For- 
eign Restricted List. According to Danish Embassy officials, 
Finansbanken a/s is a bank in Denmark established under 
Danish banking regulations and subject to the normal super- 
vision of Danish Government banking authorities. 


However, it is advertising and publicly offering in the United 
States, its savings accounts and also its share of stock. Its 
advertisements offer 8% interest on savings accounts of in- 
vestors who do not own shares and 10% interest to investors 
purchasing its shares direct from the bank. It is further repre- 
sented in these advertisements that a savings account that is 
not withdrawable except on 18 months’ notice will receive 
14% interest if the investor also purchases, direct from the 
bank, shares of its stock. In addition, it is represented that 
these shares are being offered at a price that is “far below” 
the price at which they are being traded on the Copenhagen 
Stock Exchange, but only on the condition that the shares 
remain with the bank in safekeeping for three years. 


The offer of bank savings accounts constitutes the offer of 
a security as that term is defined in Section 2(1) of the 
Securities Act of 1933. Securities and Exchange Commis- 
sion v. First American Bank & Trust Co., 481 F.2d 673 
(1973). While savings accounts in banks in the United 
States generally are exempted by the exemption contained 
in Section 3(a}(2) of the above Act for securities issued by 
banks in the United States, this exemption would not be 
available to a foreign bank. 


Neither the savings accounts nor the shares of stock being 
publicly offered in the United States by Finansbanken a/s 
are registered with the Commission, which would appear to 
be required by Section 5 of the Securities Act of 1933. 
Accordingly, the Commission has placed Finansbanken 

a/s on the Foreign Restricted List, which is composed of 
foreign corporations and entities whose securities are being 
publicly offered in the United States without registration 
under the Securities Act of 1933. 





SECURITIES ACT OF 1933 
Release No. 5569/February 11, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11236/February 11, 1975 


NOTICE OF PUBLIC PROCEEDING REGARDING: (1) 
SUCH FURTHER DISCLOSURE, IF ANY, OF ENVIRON— 
MENTAL MATTERS IN REGISTRATION STATEMENTS, 
REPORTS AND OTHER DOCUMENTS REQUIRED TO 
BE FILED OR FURNISHED TO INVESTORS PURSUANT 
TO THE SECURITIES ACT OF 1933 AND THE SECURI- 
TIES EXCHANGE ACT OF 1934 AS MAY BE NECES- 
SARY, CONSISTENT WITH THE NATIONAL POLICY 
REFLECTED IN THE FEDERAL SECURITIES LAWS, 
FULLY TO COMPLY WITH THE NATIONAL ENVIRON- 
MENTAL POLICY ACT OF 1969; (2) DISCLOSURE IN 
SUCH DOCUMENTS OF OTHER SOCIALLY-SIGNIFI- 
CANT MATTERS, AND (3) INVESTORS’ INTEREST IN 
AND USE OF SUCH INFORMATION. (S7-551) 


SEC DOCKET/257 








The Securities and Exchange Commission hereby announces 
and directs that a public proceeding be held, including pub- 
lic hearings, concerning disclosure in registration statements, 
reports and other documents filed with the Commission or 
required to be furnished to investors pursuant to the Securi- 
ties Act and the Securities Exchange Act of environmental 
and other matters of primarily social rather than financial 
concern, including equal employment matters. Through 

this proceeding the Commission seeks to determine whether 
its present disclosure rules are adequate in view of the pro- 
visions of the National Environment Policy Act (NEPA) 1/ 
and, if not, what further rulemaking action should be taken. 
The Commission also seeks information upon which to evalu- 
ate the desirability of amending its disclosure requirements 
with respect to other matters of primarily social rather 

than financial concern. 


Background 


This proceeding has been initiated primarily to assure that 
the Commission’s disclosure requirements are fully consist- 
ent with the requirements of NEPA and to consider equal 
employment and other matters pursuant to an Order and 
Opinion of Judge Charles R. Richey in Natural Resources 
Defense Council, Inc., et al. v. Securities and Exchange Com- 
mission, et al., No. 409-73 (D. D.C., December 9, 1974). 
Judge Richey suggested that the Commission should “‘re- 
solve two overriding factual issues. The first is the extent 

of ‘ethical investor’ interest in [this] type of information... 
The second issue is what avenues of action are available 
which ethical investors may pursue and which will tend to 
eliminate corporate practices that are inimical to the environ- 
ment and equal employment opportunity.” Judge Richey 
emphasized that “‘the SEC should not limit itself to these 
questions. Rather, it must imaginatively exercise its author- 
ity and expertise.” 2/ 


Scope of Inquiry 


In this proceeding the Commission seeks to obtain the views 
of the public concerning whether, and to what extent, infor- 
mation that does not necessarily have direct and immediate 
economic significance might nevertheless be the type of in- 
formation that a reasonable investor would wish to have in 
making an investment decision or giving a proxy. In this con- 
nection, the Commission will welcome any views concern- 
ing (1) the advisability of its requiring disclosure of socially- 
significant matters, (2) whether and on what basis these 
disclosures might be viewed as being material, particularly 
where these matters may not be considered material in an 
economic sense, (3) the basis and extent, if any, of the 
Commission’s authority to require,disclosure of matters 
primarily of social concern but of doubtful economic signi- 
ficance, and (4) the probable impact, if any, of such disclo- 
sure on corporate behavior. 


The Commission recognizes that certain members of the 
public may find environmental and other socially-significant 
disclosures of importance in making their investment deci- 
sions. At the same time, it is the Commission’s responsibility 
to require disclosure of information that the investing pub- 
lic generally would find material in making their investment 
decisions. And the Commission must take due care that its 
disclosure requirements elicit meaningful, effective disclo- 
sure without causing disclosure documents to be excessively 
technical or obscure. The Commission believes that data 
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concerning the extent of the investing public's interestin ¢ 
the use of environmental and other socially-significant dis- 1 
closures is necessary for determining to what extent, if any, ~“ 
adoption of new disclosure requirements would be con- 
sistent with the Commission’s statutory authority and with 
the essential considerations of national policy that the secur- 
ities laws were designed to effect. 


The Commission’s existing disclosure requirements con- 
cerning the enfironment and equal employment matters 
remain in effect pending further action by the Commis- 
sion. 3/ 


* *+ *# #& # 


ENVIRONMENTAL DISCLOSURES 
Existing Requirements 


A primary purpose of this proceeding is to determine 
whether the provisions of NEPA require that the Commis- 
sion’s existing environmental disclosure requirements must 
be revised, expanded or limited or would permit them to 
remain in effect. The existing environmental disclosure re- 
quirements, adopted in Securities Act Release 5386, call 
for disclosure of the material effect of compliance with Fed- 
eral, State and local environmental laws and regulations on 
the operations of the registrant and its subsidiaries. In addi- 

tion, the rules and instructions contained in that release re- 

quire disclosure with respect to certain administrative and 
judicial proceedings arising under Federal, State, or local 
provisions regulating the discharge of materials into the ) 
environment or otherwise relating to the protection of the 
environment. All environmental proceedings initiated by a 
government authority are treated as being material and re- 
quired to be disclosed. Those proceedings which are similar 
in nature, however, may be grouped and described generi- 
cally. 


Possible Additional Disclosure Requirements 


It has been suggested that the Commission adopt amend- 

ments to its registration statement and report forms to re- 
quire that registrants describe, with respect to each major 
activity or product: 


(1) the nature and extent, quantified to the degree feasible, 
of the resulting environmental pollution or injury to naturai 
resources; 


(2) the feasibility of reducing such pollution or injury 
under existing technology, including a description of alter- 
natives and the cost of each; 


(3) the prospects for improving that technology; 


(4) existing and projected expenditures for reducing such 
pollution or injury; 


(5) legal requirements affecting the impact of the regis- 
trant’s activities on the environment, including requirements 
for licenses and permits and outstanding court or adminis- 
trative orders; and 












(6) pending or threatened judicial or agency proceedings, 
whether initiated by private or governmental bodies, 
challenging registrant’s compliance with environmental 
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protection standards. 


it has further been proposed that the Commission require 
disclosure concerning whether a registrant has changed its 
products, projects, production methods, policies, invest- 
ments or advertising to advance environmental values and a 
general statement of the registrant's policy towards environ- 
mental issues and concerns. 


It also has been suggested that (a) certain disclosure might 
be required only of registrants which, by reason of their 

size or business, are considered to have major potential for 
causing environmental harm, and (b) certain disclosures 
might be included in prospectuses, proxy or information 
statements, or annual reports to security holders whereas 
others might be included only in documents which are filed 
with the Commission and are available for public inspection, 
but which are not distributed to the public. 


The Commission would appreciate comment on the fore- 
going, including the possible criterial for determining (a) 
which registrants should be required to make proposed dis- 
closures, and (b) which disclosures should be included in 
documents distributed to the public. 


OTHER MATTERS OF SOCIAL CONCERN 
Existing Requirements 


The Commission has issued an interpretative release con- 
cerning the responsibility of registrants to report material 
legal proceedings, including those related to equal employ- 
ment practices, 4/ and the Commission has taken enforce- 
ment action against certain companies which failed ade- 
quately to disclose illegal political contributions made by 
or on behalf of the corporation. 5/ On the other hand, in 
response to a petition for rulemaking, the Commission 
determined during the past year not to adopt rules that 
would have imposed affirmative action requirements upon 
securities exchanges, national securities associations, and 
al members with respect to employment discrimination. 
6 


It has also rejected a petition for the promulgation of 
specific rules concerning disclosure with respect to political 
contributions. 7/ In addition the Commission’s staff has 
had reason to consider a variety of socially-oriented pro- 
posals that have been submitted for corporate considera- 
tion by shareholders pursuant to Rule 14a-8 under the 
Securities Exchange Act. 


Possible Additional Disclosure Requirements 
(1) Equal Employment Litigation: 


It has been suggested that the Commission amend its regis- 
tration and report forms to require that registrants provide 
information concerning any proceedings in any court or 
before any agency challenging the registrant’s compliance 
with the Equal Employment Opportunity Act 8/ or the 
employment regulations pertaining to federal contractors. 
The Commission will consider that proposal in the course 
of this proceeding. 


(2) Equal Employment Statistics: 


It has been suggested that certain registrants be required to 
disclose iri registration statements and periodic and other 
reports the statistical data showing the percentage and num- 
ber of minority and female employees in each of the speci- 
fied job categories that is contained on Forms EEO-1 which 
the company is required to file with the Equal Employment 
Opportunity Commission. The Commission feels that it 
would be difficult, if not impossible, to make a meaningful 
evaluation of a company’s current hiring and promotion prac- 
tices based solely upon the raw statistical data reported on 
Forms EEO-1. 9/ In the course of the proceeding the Com- 
mission will consider contrary views or whether, in any 
event, this or comparable information would be or could 
reasonably be made meaningful to members of the invest- 
ing public, and, if so, whether disclosure requirements of 
that type may and sholild be adopted. 


(3) Other Topics of Social Concern: 


The Commission would welcome further comment on these 
and any other matters of social concern to members of the 
investing public, and alerts the public to the fact of its 
earlier consideration of certain of these matters in order 

to provide information that may be of value to persons 
seeking to comment at this time. The Commission’s objec- 
tive in requesting such comment is to determine generally 
the extent and nature of investor interest in topics primarily 
of social concern but of doubtful economic relevance. Pro- 
posals concerning equal employment disclosure have been 
mentioned to illustrate, but not to exhaust, the range of 
social interests about which the Commission solicits com- 
ment. 


The Commission invites comment from all interested per- 
sons. The Commission specifically invites comments from 
legal scholars, public-interest groups, foundations, colleges, 
universities, and registrants. The Commission would also 
appreciate comments from persons who have expertise or 
experience in the development of investment practices 
which take into account an issuer’s environmental posture 
or any other area of social concern such as equal employ- 
ment practices. The Commission also invites comments from 
investment managers and trustees as to whether concern 
with “non-economic” investment considerations is consistent 
with fiduciary responsibilities under applicable law. It would 
be particularly helpful if managers of corporations would 
provide the Commission with information concerning the 
extent to which socially-significant matters have been con- 
sidered at shareholders meetings and the extent to which 
they have been accepted or rejected when put to a vote. 


Any interested person wishing to submit specific written 
comments concerning the inquiries set forth herein is invited 
to do so at any time prior to May 14, 1975. 10/ All com- 
ment letters should be submitted in duplicate, addressed to 
George A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549, and should be cap- 
tioned with File No. $7-551. All such communications will 
be made part of the record of the proceeding and will be 
available for public inspection. In addition, the petitions, 
releases, and suggested rule changes to which this release 
refers, the court’s opinion in Natural Resources Defense 
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Council v. Securities and Exchange Commission, and cer- 
tain documents prepared in connection with that litigation, 
have been placed in File No. S7-551 and are likewise avail- 
able for public inspection. 


The public hearings are scheduled to commence on Mon- 
day, April 14, 1975 at the Commission’s offices in Washing- 
ton, D. C. Any interested person desiring to make an oral 
presentation of his views at the hearings is requested to 


write or call William F. Bavinger, Office of the General Coun- 


sel (Tele. 202/755-1387). It has been tentatively determin- 
ed to limit oral statements generally to 15 minutes each 
plus such further time as may be necessary to answer ques- 
tions. Depending upon the number of persons requesting to 
be heard, appearances may be more limited. Additional 
time may be granted at the discretion of the hearing officer 
upon written request timely submitted with copies of the 
witness's prepared statement. All witnesses shall be required 
to submit 25 copies of their prepared statements three busi- 
ness days in advance of their scheduled date of appearance. 


Persons making oral statements should be prepared to re- 
spond to specific inquiries from the Commission staff. Any 
person may in writing submit to the hearing officer ques- 
tions that he wishes to have directed to a particular witness 
or groups of witnesses; but the hearing officer will determine 
in his sole discretion whether or to what extent to direct 
those questions to any witness. 


This public proceeding has been ordered by the Commission 
pursuant to Sections 19 and 21 of the Securities Act, Sec- 
tions 21 and 22 of the Securities Act and Rule 4(b) of 

the Commission’s Rules of Practice. 


For the Commission. 


George A. Fitzsimmons 
Secretary 


1/ 42 U.S.C. $4321, et seq. 


2/ Judge Richey ordered the Commission to take further 
rulemaking action in conformity with the procedural re- 
quirements of the Administrative Procedure Act, which he 
found had not been fully complied with when the Com- 
mission’s forms were amended on April 20, 1973, pursuant 
to NEPA. While the Commission does not agree with Judge 
Richey that it did not satisfy the procedural requirements 
of the Administrative Procedure Act, it is herewith attempt- 
ing fully to comply with his order. 


The fact that the Commission is conducting these proceed- 
ings should not be taken to indicate any view as to its 
authority to assist members of the investing public in 
matters of primarily social rather than financial concern. 


3/ Securities Act Release No. 5386 (April 20, 1973); 
Securities Act Release No. 5170 (July 19, 1971). 


4/ Securities Act Release No. 5170 (July 19, 1971). 


5/ See, e.g., SEC v. American Ship Building, Dist. Ct., Dist. 
of Col., Litigation Release No. 6534 (Oct. 4, 1974). 


6/ Securities Exchange Act Release No. 10597 (January 14, 
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1974); Securities Exchange Act Release No. 11189 (Jan- 
uary 20, 1975). 





7/ Securities Exchange Act Release No. 10325 (August 7, 
1973). 


8/ 42 U.S.C. Section 2000e. 


9/ To the extent that unequal educational opportunity or 
unequal educational incentive has produced a lack of quali- 
fied women or minority group members in certain job cate- 
gories, or to the extent that other factors may limit the 
number of qualified women or minority group members in 
a particular area, individual employers would find it most 
difficult to recruit a substantial number of women and min- 
ority group members to jobs within those categories. Raw 
statistics, reflecting only the fact that a company has not 
successfully recruited persons within these categories would 
provide little or no insight into the quality or extent of the 
company’s recruitment efforts. See Letter, dated February 10, 


1975, from George A. Fitzsimmons, Secretary, Securities and | 
Exchange Commission, to Natural Resources Defense Council, | 


Inc., Project on Corporate Responsibility, inc., and Center on 
Corporate Responsibility, Inc. (SEC File No. 4-179). 


10/ Judge Richey’s order of December 9, 1974, referred to 
at page 2, requires the Commission to “take further rule- 
making action within 120 days of this order.’’ The Commis- 
sion intends to file a motion requesting that this period be 
expanded to afford ample opportunity for public comment 
and Commission consideration of the matters discussed in 

this release. The plaintiffs in the case pending before Judge ( 
Richey have indicated that they will not oppose such a 
motion. Should the motion be enied, however, it will be 
necessary to shorten the comment period and accelerate 
the hearing schedule specified herein. 





SECURITIES ACT OF 1933 
Release No. 5570/February 12, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11238/February 12, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18808/February 12, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8668/February 12, 1975 


EXTENSION OF TIME FOR MAKING COMMENTS ON 
PROPOSAL TO AMEND RULE 4-02 OF REGULATION 
S-X RELATING TO CONSOLIDATED FINANCIAL 
STATEMENTS 


In consideration of a request by interested persons, the 
period for comment on the proposal in Securities Act Re- 
lease No. 5548* for amendment of Rule 4-02(e) of Regu- 
lation S-X is extended to March 14, 1975 from February 
14, 1975. 





By the Commission. 





George A. Fitzsimmons 
Secretary 


















IN 
\N 


ju- 








"Securities Act Release No. 5548, Securities Exchange Act 
Release No. 11132, Public Utility Hodling Company Act 
Release No. 18705, Investment Company Act Release No. 
8612 (December 11, 1974). 
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SECURITIES EXCHANGE ACT of 1934 
Release No. 11229/February 7, 1975 


The Securities and Exchange Commission has issued a no- 
tice giving interested persons until March 3, 1975 to request 
a hearing on an application by BI Liquidating Corporation 
(the “Company”) pursuant to Section 12(h) of the Securi- 
ties Exchange Act of 1934 (the “Act”) for an order exempt- 
ing the Company from the reporting requirements of Sec- 
tion 13 of the Act. The Company believes that such action 
would not be inconsistent with the public interest or the pro- 
tection of investors since the Company has no operations 
and is presently distributing its sole asset, Wilson Brothers’ 
common stock, to its shareholders in liquidation and Wilson 
files reports with the Commission pursuant to Section 13 of 
the Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11230/February 7, 1975 


Admin. Proc. File No. 3-4607 
In the Matter of 

ROJEAN ENTERPRISES, INC. 
(File No. 81-172) 


ORDER DENYING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and EXchange Commission has issued an 
order denying the application of Rojean Enterprises, Inc., 
a New York corporation pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended for an ex- 
emption from the * provisions of Section 15(d) of the Act. 


It appeared to the Commission that the granting of the re- 
quested exemption would not have been consistent with 
the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11231/February 6, 1975 


See Securities Act Release No. 5567/February 6, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11232/February 10, 1975 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings against Weis 
Securities, Inc. of New York, New York, a former member 
of the New York and American Stock Exchanges; Arthur 
Levine of New York, New York, former chairman of the 
board of directors of Weis; Sol Leit of New York, New York, 
former president of Weis; Alan Solomon of Scarsdale, New 
York, a former executive vice president, treasurer and direc- 
tor of Weis; Joel Kubie of Linden, New Jersey, a former exe- 
cutive vice president, comptroller and director of Weis; 
Robert Lynn of Englishtown, New Jersey, a former vice 
president and comptroller of Weis; and Sidney Hertzberg of 
Woodmere, New York, a former executive vice president, 
director and chairman of the executive committee of Weis. 
The proceedings against Weis, Levine, Leit, Solomon, Kubie 
and Lynn are based upon the entry against these respondents 
of final judgments of permanent injunction restraining them 
from further violations of the recordkeeping, financial re- 
porting, customer reserve fund, supplemental reporting and 
anti-fraud provisions of the federal securities laws (Securities 
and Exchange Commission v. Weis Securities, Inc., et al., 

73 Civ. 2332), and the subsequent criminal convictions of 
the five individual respondents arising out of this conduct 
(United States v. Levine, et al., 73 Cr. 693). The proceed- 
ings against Hertzberg are based on allegations by the staff 
that he wilfully violated and wilfully aided and abetted vio- 
lations of the recordkeeping, financial reporting, supple- 
mental reporting and anti-fraud provisions of the federal 
securities laws. 


The order further states as an additional basis for the pro- 
ceedings against Levine, Leit, Solomon, Kubie, Lynn and 
Hertzberg that at the time of the appointment of a trustee 
for Weis pursuant to the Securities Investor Protection Act 
of 1970, the above named respondents were all officers of 
Weis. 


A hearing will be scheduled by further order to take evidence 
on the staff charges and afford the respondents an opportun- 
ity to offer any defenses thereto, for the purpose of deter- 
mining whether the allegations are true and, if so, whether 
any action of remedial nature is necessary or appropriate in 
the public interest. 


For further information regarding the Weis matter see 
Litigation Release Nos. 5906, 5924, 5945, 5988, 6292, 
6389, 6418, 6472 and 6538. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11233/February 10, 1975 


Admin. Proc. File No. 3-4268 
In.the Matter of 

HALE SECURITIES CORP. 
366 North Broadway 
Jericho, New York 

(8-15598 
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ORDER DISCONTINUING PROCEEDINGS 


The broker-dealer registration of Hale Securities Corp. hav- 
ing been revoked (Hale Securities Corp., Securities Exchange 
Act Release No. 10922 (July 22, 1974), 4 SEC Docket 624), 
it is 


ORDERED that these proceedings be, and they hereby are, 
discontinued with respect to Hale Securities Corp. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11234/February 11, 1975 


A notice has been issued giving interested persons until Feb- 


ruary 22 to request a hearing on an application of the follow- 


ing exchanges for unlisted trading privileges in the common 


stock and other specified securities of the following compan- 


les: 


Boston Stock Exchange 
The El Paso Company 
Sony Corporation (American Depositary Receipts 
for American units) 


Detroit Stock Exchange 
National Airlines, Inc. 
Clorox Company (The) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11235/February 11, 1975 


Admin. Proc. File No. 3-4403 
In the Matter of 


RICHARD PINTO 
163 82nd Street 
Brooklyn, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Richard Pinto has submitted an offer of settle- 
ment which the Commission has determined to accept. 
Solely for the purpose of settling these proceedings, and 
without admitting or denying the allegations in the order 
for proceedings, respondent consents to findings of mis- 
conduct as alleged in that order and to the imposition of a 
specified sanction. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 1/ 


1. During the period from about September 1, 1972 to 
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March 28, 1973, Pinto willfully violated or willfully aided 
and abetted violations of Section 17(a) of the Securities Act 
and Sections 10(b) and 15(c)(2) of the Exchange Act and 
Rules 10b-5, 10b-6 and 15c2-7 thereunder by participating 
in a manipulative scheme involving the securities of The Bol- 
ton Group, Ltd. Most of a public offering of such securities 
was withheld from public sale and sold to a small group of 
scheme participants through nominee accounts, causing the 
aftermarket to open at an artifically inflated premium. Ar- 
rangements were then made for a broker-dealer to insert 
Bolton quotations as directed in the “pink sheets” published 
by the National Quotation Bureau and to trade Bolton 
stock under a guaranteed profit arrangement, thereby creat- 
ing a false appearance of the market for the securities. Such 
appearance was also fostered and Bolton’s market price 
further inflated by making and causing others to make pur- 
chases and sales of Bolton securities through various broker- 
age firms, and by engaging in wash transactions in the secur- 
ities. 


Respondent sold Bolton securities withheld from the public 
offering at the highly inflated price levels resulting from the 
various manipulative activities. He recommended purchase 
of the securities without having a reasonable basis therefor 
and in disregard of adverse information concerning Bolton 
available to him, and made material misrepresentations con- 
cerning the securities’ investment merit, price and value, the 
demand and market for the securities, and Bolton’s financial 
and business operations and prospects. 


2. During the same period, respondent willfully violated or 
willfully aided and abetted violations of Section 17(a) of 
the Securities Act and Rules 10b-5 and 15c2-7 thereunder 
in connection with his activities involving a public offering 
of the common stock of EKG Service Corp. Funds advanced 
by purchasers in the offering were turned over to EKG al- 
though the required number of shares had not been sold, 
and persons seeking to purchase the stock were not allowed 
to buy it although most of the offering remained unsold. In 
order to create the false appearance that the securities had 
been legitimately offered and sold to the public, stock was 
placed in nominee accounts, and a person closely related to 
EKG was induced to purchase a substantial number of 
shares through such an account. In addition, arrangements 
were made for a broker-dealer to furnish quotations for 
EKG to an inter-dealer quotation system pursuant to a guar- 
anteed profit arrangement, without informing the system 
or other broker-dealers quoting the stock of such arrange- 
ment. Respondent falsely represented that none of the EKG 
issue remained unsold, and made material misrepresentations 
to purchasers concerning the price at which the stock would 
trade, the demand for the stock and the amount available 
for sale. 


3. During the same period, respondent willfully violated 
Section 5 of the Securities Act in that he unlawfully offered, 
sold and delivered unregistered Bolton and EKG securities. 


4. During the period from about September 1, 1972 to 
December 11, 1973, respondent willfully aided and abetted 
violations of Section 17(a) of the Exchange Act and Rule 
17a-3 thereunder in that he caused false entries to be made 
in a broker-dealer’s books and records. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


f 
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Accordingly, 1T 1S ORDERED that Richard Pinto be, and 
he hereby is, barred from association with any broker, deal- 
er, investment adviser or investment company with the pro- 
viso that, after two years, he may apply to the Commission 
for permission to become so associated in a non-supervisory, 
non-proprietary capacity, the circumstances of any such 
association being subject to Commission approval. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other respond- 
ent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11236/February 11, 1975 


See Securities Act Release No. 5569/February 11, 197s. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11237/February 11, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of 
over-the-counter trading in the common stock of Speed 
Equipment Worlds of America, Inc., a Texas corporation 
located in Dallas, Texas, for the ten-day period commencing 
at 2:30 p.m. (EST) on February 11, 1975 and terminating 
at midnight (EST) on February 20, 1975. 


The suspension was ordered because of the unavilability of 
adequate and accurate information about the corporation’s 
financial condition. 


The Commission has been informed that there are no current 


financial statements for Speed Equipment Worlds of America, 


Inc., that no audit was performed for the fiscal year ending 


October 31, 1974, and no Form 10-K for that period has beer 


filed. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with ail 
of the provisions of said rule. If any broker or dealer has any 


questions as to whether or not he has complied with said rule, 


he should not enter any quotation but immediately contact 


question until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11238/February 12, 1975 


See Securities Act Release No. 5570/February 12, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11239/February 12, 1975 


Admin..Proc. File No. 8-9237 
In the Matter of 


M. G. DAVIS & CO., INC. 
New York, New York 


ORDER DISCONTINUING PROCEEDINGS 


Two separate revocation proceedings were instituted with 
respect to this respondent. One of them has already resulted 
in the revocation of its broker-dealer registration. M. G. 
Davis & Co., Inc., et al., Securities Exchange Act Release No. 
8794 (January 9, 1970). It follows that this, the second of 
the two cases, is now pointless. 


Accordingly, IT 1S ORDERED that this proceeding be, and 
it hereby is, discontinued. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11240/February 12, 1975 


Admin. Proc. File No. 3-4267 
In the Matter of 

EUGENE GOLDENBERG 
3855 Shore Parkway 
Brooklyn, New York 
LEONARD JAMES 


One Strawberry Hill Court 
Stamford, Connecticut 


the staff of the Securities and Exchange Commission, Division TRI-STATE ENERGY, INC. 


of Enforcement in Washington, D. C. If any broker or dealer 


208 East Main Street 


is uncertain as to what is required by Rule 15c2-11, he should Whitesburg, Kentucky 


refrain from entering quotations relating to the securities in 
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CHARLES W. DEATON 
230 Princeton Arms North 
Cranbury, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change and Securities Investor Protection Acts, Eugene 
Goldenberg, formerly president and a director of North 
American Planning Corporation, which at the time relevant 
to these proceedings was a registered broker-dealer (“‘regis- 
trant’”’), 1/ has submitted an offer of settlement which 

the Commission has determined to accept. 


Tri-State Energy, Inc. and its executive vice-president, 
Charles W. Deaton, are both respondents herein. But 
neither appeared at the hearing. Hence Tri-State and Deaton 
are in default. 2/ 


Tri-State’s president, Leonard James, has submitted an offer 
of settlement, solely for the purpose of these or any other 
proceedings under specifiied provisions of the Exchange, 
Investment Advisers and Investment Company Acts. And 
the Commission has determined to accept James's offer. 
Without admitting or denying the allegations in the order 
for proceedings, both James and Goldenberg consent to the 
findings and sanctions set forth below. 


On the basis of the offers of settlement and the order for 
proceedings, it is found that: 


1. During the period from about January 1972 to April 
1973, Tri-State, Deaton and James willfully violated Sec- 
tions 5(a) and 5(c) of the Securities Act by unlawfully 
offering, selling and delivering after sale shares of the stock 
of All States Insurance Company of Alabama (“All States’’) 
when no registration statement was filed or in effect as to 
such securities. 


2. During the same period, Tri-State, Deaton and James 
willfully violated Section 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under in connection with the offer and sale of the common 
stock of All States. False and misleading statements were 
made about: 


a. The marketability of the All States shares under the 
Securities Act, 


b. The form of the certificates evidencing these shares. 


3. During the period from about March to July 25, 1972, 
Goldenberg, Tri-State, Deaton and James willfully aided 
and abetted registrant's violations of the net capital re- 
quirements; and Goldenberg willfully aided and abetted re- 
gistrant’s violations of the recordkeeping, reporting and 
credit extension provisions of Sections 15(c), 17(a) and 7(c) 
of the Exchange Act and Rules 15c-3, 17a-3, 17a-4, and 
17a-5 thereunder and Regulation T promulgated by the 
Board of Governors of the Federal Reserve System. 


4. During the period from about January to July 25, 1972, 
Goldenberg willfully aided and abetted registrant's viola- 
tions of the periodic reporting requirements of Section 
15(d) and Rules 15d-1 and 15d-13 thereunder. 
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On August 8, 1972, the United States District Court for the 
Southern District of New York permanently enjoined Gold- 
enberg from violating the net capital provisions of the Ex- 
change Act, and appointed a trustee for North American 
under the Securities Investors Protection Act. 3/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in offers of settlements of 
Goldenberg and James and to bar respondents Tri-State 
and Deaton from association with any broker or dealer. 


Accordingly, 1T IS ORDERED that, effective as of the day 
following the date of this order, Eugene Goldenberg be, 
and he hereby is, barred from association with any broker- 
dealer, registered investment company or investment ad- 
viser with the proviso that, after two years, he may apply 
to the Commission for permission to become so associated 
in a non-supervisory capacity; and it is further 


ORDERED that, effective forthwith, Leonard James be, 
and he hereby is, suspended for one year from the date 
hereof from being associated with any broker, dealer, 
registered investment company or investment adviser, and 
thereafter barred from being so associated in a supervisory 
or proprietary capacity; and it is further 


ORDERED that, effective forthwith, Tri-State Energy, Inc. 
and Charles W. Deaton be, and they hereby are, barred from 
being associated with any broker or dealer. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Pursuant to its consent, North American’s broker-dealer 
registration was revoked, except for transactions and activi- 
ties incident to its liquidation under the Securities Investor 
Protection Act. Securities Exchange Act Release Nos. 11066 
and 11086 (October 21 and November 5, 1974), SEC Dock- 
et 317 and 408. 


2/ Rule 6(e) of the Commission’s Rules of Practice provides 
that a party’s failure to appear at a hearing of which he has 
been duly notified shall be deemed a default and that, in such 
circumstances, the allegations in the order for proceedings 
may be deemed to be true as to such party. 


3/ SEC v. North American Planning Corp., et al., 72 Civil 
Action File No. 3158. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11241/February 12, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of the 
over-the-counter trading in the common stock of Bekland 
Resources Corporation, a Delaware corporation located in 
Fort Worth, Texas, for the ten-day period commencing at 
1:45 p.m. (EST) on February 12, 1975 and terminating at 
midnight (EST) on February 21, 1975. 


The suspension was ordered because of the ‘unavailability 
of adequate and accurate information about the corpora- 
tion’s financial condition. 


—— — 
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There are no current financial statements for Bekland Re- 
sources Corporation. In addition, Bekland Resources Corpor- 
ation has not filed certain periodic reports required by Sec- 
tion 13 of the Securities Exchange Act of 1934. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, no 
quotation may be entered, trades consummated or orders 
solicited unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
a question as to whether or not he has complied with said 
rule, he should not enter any quotation or engage in any 
transaction but should immediately contact the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations or engaging in other activities relating 
to the securities in question until such time as he has famili- 
arized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters any 
quotation or engages in any transaction which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11242/February 12, 1975 


The Securities and Exchange Commission announced that 
the suspension of trading in the securities of Nicoa Corpora- 
tion (“Nicoa’’) will terminate at midnight (EST) February 
12, 1975. 


The Commission initiated the trading suspension on June 18, 
1974, because of questions which have been raised concern- 
ing the recent after market trading activities in the common 
stock of Nicoa. 


On February 6, 1975, William D. Moran, Administrator of 
the New York Regional Office of the Securities and Exchange 
Commission announced the filing of a Complaint on that 

date in the United States District Court for the Southern 
District of New York charging Nicoa of Jersey City, New 
Jersey, Stevens Lithographers, Inc. (““Stevens’’), of New York 
City, David Budin (“D. Budin”’), Philip Budin (“P. Budin”), 
Melvyn Haber (“Haber”), David Treherne-Thomas (““Thom- 
as”), all of New York, New York, Donald Fedorchak 
(“Fedorchak”) of Canfield, Ohio and Neil Rogen (“‘Rogen”) 
president of Nicoa, of Upper Saddle River, New Jersey, with 
violations of the anti-fraud provisions of the federal securi- 
ties laws. Nicoa, D. Budin, P. Budin, Fedorchak, Thomas 

and Rogen were also charged with violations of the registra- 
tion provisions of the Securities Act of 1933, in connection 
with the offering of Nicoa’s common stock pursuant to a 
Regulation A exemption. 


It is alleged that Nicoa, D. Budin, P. Budin, Fedorchak and 
Rogen prepared and employed a false and misleading offer- 
ing circular and Notification in the recent public offering 


of Nicoa’s common stock, 1: that it failed to state: (1) that 
P. Budin, D. Budin and Thomas were undisclosed under- 
writers of Nicoa’s common stock; (2) that P. Budin and 
Thomas owned restricted shares of Nicoa’s common stock; 
and (3) that P. Budin and Thomas had in the past been the 
subject of Commission proceedings and sanctions, and that 
P. Budin had been the subject of a civil injunctive proceed- 
ing. 


Alli the defendants are charged with violations of the anti- 
fraud provisions of the federal securities laws in that they 
allegedly manipulated the market price of Nicoa’s common 
stock after public trading in Nicoa’s common stock had be- 
gun, in that they controlled the distribution of Nicoa’s com- 
mon stock, withheld a substantial supply of shares from the 
public market, and created and maintained artificial trading 
and market activity at inflated price levels. Nicoa’s common 
stock, offered at a price of $5 per share, rose to a price of 
$11 per share on the first day of public trading, and to a 
price of $15 per share within a short period of time. 


On January 23, 1975, the Commission issued an Order tem- 
porarily suspending the exemption from registation pursuant 
to Regulation A, of Nicoa’s common stock. The Order was 
based on allegations similar to those stated in the Commis- 
sion’s Complaint. 


(See Securities Exchange Act Release No. 10864). 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, broke7s and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has famili- 
arized himself with said rule and is certain that all of its pro- 
visions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 





SECURITIES [XCHANGE ACT OF 1934 
Release No. 11243/February 13, 1975 


TIMELY DISSEMINATION OF PROXY MATERIAL AND 
OTHER ISSUER COMMUNICATIONS TO BENEFICIAL 
OWNERS (S7-552) 


The Securities and Exchange Commission announced today 
that in view of the fact that the 1975 proxy solicitation 

season is rapidly approaching, the Commission wishes to re- 
emphasize its concern that proxy materials and other issuer 
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communications reach beneficial owners in a timely manner. 


This matter was one of the subjects of the recent Public Fact- 


Finding Investigation in the Matter of Beneficial Ownership, 
Takeovers and Acquisitions by Foreign and Domestic Per- 
sons held by the Commission. The Commission's staff is 
continuing its consideration of the views and opinions re- 
ceived during that hearing. 


The process of communication between issuers and benefi- 
cial owners is one which requires close cooperation among 
issuers, transfer agents, soliciting agents, and brokers, banks 
and other securities recordholders such as securities deposi- 
tories. The Commission notes that certain of the self-regula- 
tory organizations have recently increased their efforts to 
improve this cooperation and, thereby, the communications 
between issuers and beneficial owners. 


Self-regulatory organizations (i.e., securities exchanges and 
the National Association of Securities Dealers, Inc.) have 
rules requiring their members to forward proxy materials, 
annual reports, and other materials to beneficial owners for 
whom such members hold securities in a name other than 


the beneficial owner such as in “street” or “nominee” name. 


The Commission wishes to remind broker-dealers of their 
obligations to comply with such applicable self-regulatory 
requirements in order to facilitate the timely flow of com- 
munications between issuers and beneficial shareholders. 1/ 


The Commission believes it would be helpful for issuers, 
brokers, banks, proxy soliciting agents and the public to 
report to the Commission or to the appropriate securities 
exchange or to the National Association of Securities Deal- 
ers, Inc. (with a copy to the Commission) any specific 
problems which are encountered in the issuer-shareowner 
communication process, including specific instances where 
Participants in the process appear to impede the timely 
flow of such material, and any complaint which an issuer 
or broker receives from a beneficial owner. Such reports 
should contain all available relevant information, including 
the identity of the beneficial owner, broker and issuer, and 
all the known dates upon which these and any other persons 
requested, sent or received material. 


Communications sent to the Commission on this subject 
may be addressed to Mr. Lee A. Pickard, Director, Division 
of Market Regulation, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D. C. 20549. 
All communications forwarding such material should bear 
the File No. S7-552 and will be available for public inspec- 
tion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The Commission has recently adopted rules placing 
greater responsibilities upon issuers to forward certain 
materials to recordholders for transmission to beneficial 
owners. See Securities Exchange Act Release No. 11079 
(October 31, 1974). 
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HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18805/February 6, 1975 


See Securities Act Release No. 5567/February 6, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18806/February 7, 1975 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S. W. 
Canton, Ohio 44701 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5338) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK BY SUBSIDIARY TO HOLDING 
COMPANY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc., (““AEP”’), a registered holding 
company, and Ohio Power Company (“Ohio”), its elec- 
tric utility subsidiary, have filed a post-effective amend- 
ment to the application-declaration in this proceeding 
pursuant to Sections 6(b), 9(a), 10 and 12(f) of the 
Public Utility Holding Company Act of 1935 (““Act’’) 
and Rules 43 and 50(a)(3) promulgated thereunder 
regarding the following proposed transaction. All in- 
terested persons are referred to the application-declara- 
tion, as amended, by the post-effective amendment, 
which is summarized below, for a complete statement 
of the proposed transaction. 


By orders dated June 29, 1973 and October 8, 1974 
(Holding Company Act Release Nos. 18013 and 18597), 
the Commission authorized AEP to make cash capital 
contributions from time to time prior to December 31, 
1974, to three of its public-utility subsidiary companies 
as follows: $115,000,000 to Ohio, $40,000,000 to 
Appalachian Power Company, and $100,000,000 to 
Indiana & Michigan Company. 


It is now proposed that AEP make additional investment 
in the equity of Ohio in the form of the purchase from 
time to time prior to June 30, 1975 of a total of 
2,000,000 shares of common stock, no par value, of 
Ohio for a consideration of $15 a share, or a total con- 
sideration of $30,000,000. As of January 21, 1975, Ohio 
has authorized 40,000,000 shares of its common stock 
fo which there are outstanding 19,952,472 shares. 














The proceeds from the sale of common stock are to be used 


by Ohio to finance its construction program and for the pay- 


ment of short-term notes issued in connection therewith. 


The Public Utilities Commission of Ohio has jurisdiction 
over the proposed issue and sale by Ohio of its common 
stock to AEP. No other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 3, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicants-declarants at 
the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as now amended, or as it 
may be further amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18807/February 11, 1975 


In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 
AND ITS SUBSIDIARY COMPANIES 
New York, New York 

(70-5333) 


ORDER AUTHORIZING EXCEPTIONS FROM TAX 
ALLOCATION PROVISIONS OF RULE 45(b)(6) 


Middle South Utilities, Inc., (“Middle South”), a registered 
holding company, and its wholly-owned subsidiary com- 
panies, System Fuels, Inc., and Middle South Energy, Inc., 


together with Middle South's other subsidiary companies, 
have filed a declaration and amendments thereto pursuant 
to Sections 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act’’) and Rule 45(b)(6) promul- 
gated thereunder regarding the following proposed trans- 
actions. 


Middle South and its subsidiary companies join annually 
in the filing of consolidated Federal income tax returns. 
By Order dated May 23, 1963 (Holding Company Act Re- 
lease No. 14877), the Commission granted an exception 
from the tax-allocation provisions of Rule 45(b) (6) where- 
by each of the companies included in the consolidated tax 
returns of the Middle South System would be given full 
investment tax credit contributed by it to the total invest- 
ment credit allowed in the consolidated returns. Since the 
date of that Order, Middle South has acquired or created 
several additional subsidiaries, including System Fuels, Inc., 
and Middle South Energy, Inc. With respect to these two 
subsidiaries, the present filing seeks authorization to put 
into effect certain additional exceptions from the tax 
allocation requirements of Rule 45(b)(6). 


System Fuels, inc. (“SFI”) 


SFI was organized on January 3, 1972. It functions as the 
System’s central vehicle for planning and implementing 
programs for the procurement, storage and transportation 
of fuel supplies for the electric generating units of the 
System’s operating companies. Those functions include 
prospecting for, acquiring and developing oil, gas and coal 
reserves. (See Holding Company Act Release No. 18221, 
December 17, 1973.) Beginning with the year 1972, 

SFI has joined in the System’s consolidated Federal in- 
come tax returns, and it is stated that the procedure as 

to investment tax credits authorized by the Order of 

May 23, 1963 has been applied to SFI as a member of 
the consolidated tax return group. SFI states that tax 
reductions arising from SFI’s qualified asset investments 
are accounted for on its books by crediting the tax re- 
ductions to a deferred credit account and amortizing 

the amount in such account over the lives of the related 
assets; and that such annual amortization is credited to 
expense and thus operates to reduce the price of fuel 

sold by SFI to the System’s operating companies. 


Further exceptions from the tax-allocation provisions of 
Rule 45(b)(6) are now requested for SFI in respect of 
consolidated tax savings arising from (1) percentage de- 
pletion and (2) exploration and development costs, as 
follows: 


(1) SFI’s gas exploration program has resulted in six 
producing natural gas wells as of October 9, 1974, and 
current estimates are that total natural gas reserves from 
these fields will approximate 42 million mcf. It is stated 
that the development of these reserves, and the possibility 
of developing oil reserves, may give rise to a deduction 

by SFI for percentage depletion allowances in the con- 
solidated Federal income tax returns filed by the Middle 
South System. Under the tax-allocation provisions of 
Rule 45(b)(6), the reduction of consolidated taxes result- 
ing from such depletion allowances would be allocated 
among the other subsidiaries of Middle South in propor- 
tion to the taxable net income of each. Since SFI supplies 
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varying volumes of fuel to the System operating companies 
at cost, it is stated that a more equitable procedure would 
be to allocate such tax savings in the first instance to SFI. 
The latter would account for the tax savings by crediting 
an equal amount to the cost of natural gas sold by SFI 

to the System’s operating companies, resulting in a 
commensurate reduction of the unit sales price, in accord- 
ance with the full-cost concept of accounting for the sale 
of natural gas reserves. 


(2) Expenditures by SFI in connection with its gas and oil 
exploration and development program, associated with 
projects which may or may not lead to successful produc- 
tion, are capitalized on SFI’s books but deducted for tax 
purposes on the System’s consolidated tax returns. It is 
estimated that, in 1974, such expenditures resulted in a 
tax loss of about $9,500,000 and a commensurate reduc- 
tion in the consolidated tax liability (about $4,750,000 at 
a 50% tax rate). As discovered oil and gas reserve are 
subsequently produced and sold, the capitalized costs are 
amortized by charges to income on a unit-of-production 
basis. It is stated that under Rule 45(b)(6) the reduction 

in consolidated taxes resulting from such tax losses is 
allocable to the other subsidiary companies; and as the 
capitalized costs are thereafter amortized and reflected 

in the price of fuel sold to the operating companies, taxable 
income is thereby realized by SFI with resulting tax liability 
which must be absorbed by the operating companies in the 
price of fuel purchased from SFI. To enable SFI to sell 
fuel to the operating companies at its cost price unaffected 
by fluctuations in tax components in the price caused by 
timing variations between book and tax treatment of the 
capitalized costs, it is proposed, beginning with the tax 
year 1974: 


(a) that the consolidated Federal income taxes be allocated 
among the members of the consolidated group without tak- 
ing into account reductions of the consolidated tax result- 
ing from inclusion of SFI’s exploration and development 
costs in the consolidated returns; 


(b) that such tax reductions be allocated in their entirety 
to SFI; 


(c) that SFI will account for tax reductions so allocated 
to it by crediting a deferred income tax account, against 
which will be charged taxes subsequently payable by SFI 
on taxable income arising from recovery of its explora- 
tion and development costs in fuel billings to the operating 
companies; and 


(d) that in years when SFI has taxable income and may be 
entitled to tax credits under the operating loss carryback 
and carryover provisions of Section 172(b) of the 1954 
Internal Revenue Code, in order to comply with the 
separate return limitations required by Rule 45(b)(6), 

any tax credits remitted to SFI as a result of the excep- 
tions from the rule herein requested shall be applied to 
reduce any credits in future years to which SFI may 
otherwise be entitled under the separate return limitations 
of Rule 45(b) (6). 


It is further stated that the requested exceptions from 
Rule 45(b)(6) would augment SFI’s cash flow by an 
amount equal to the annual net accruals to the deferred 
Federal income tax account, to be used by SFI in further- 
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ance of its oil and gas exploration program, thus decreasing 
its reliance on other sources of capital including borrowings 
from its parent operating companies. 





Middle South Energy, Inc. (“MSE”) 


MSE was organized in 1974 to function as the future central 
generating company for the Middle South System, and as a 
first step in the exercise of that function, it acquired the 
Grand Gulf Nuclear Electric Station Project (“Project’’) 
from an associate company, Mississippi Power & Light 
Company. Construction of the Project, the first and second 
units of which are scheduled for completion in 1980 and 
1982, respectively, is estimated to cost $1,227 million. As 
the initial phase of financing the Project, MSE has hereto- 
fore been authorized to issue and sell $40,000,000 com- 
mon stock to Middle South and to borrow up to $308,500,- 
000 from a group of commercial banks (HCAR No. 18437, 
June 4, 1974). It is stated that during the period of con- 
struction MSE will have substantial interest expenses on 
borrowed funds and that during that period, as well as in 
the early years of operating the Project, it will incur sub- 
stantial tax losses. Over the period 1975 through 1982 
these tax losses, which will be included in the System’s 
consolidated tax returns, are estimated to range annually 
from $5,597,000 to $51,046,000, and commensurately 

to reduce the System’s annual consolidated tax liabilities. 


As a further exception from the tax-allocation prescription 
of Rule 45(b)(6), it is proposed that, beginning with the 
tax year 1974, the reductions in the consolidated tax liabil- 
ities arising from any net operating losses contributed to 
the consolidated tax returns by MSE be allocated in their 
entirety to MSE, which will apply these funds to finance 
in part the large capital requirements of the Project; that 
such tax credits to MSE would be used to reduce any loss 
carryovers in future years to which MSE might otherwise 
be entitled under the separate return limitations of Rule 
45(b) (6); and that in no event will the tax allocated to 
any other subsidiary company of the Middle South System 
exceed the amount of tax of such company based upon a 
separate return computed as if such company had always 
filed its return on a separate return basis. 


When the first unit of the Project commences commercial 
operation (presently scheduled for 1980) MSE will also 
contribute to the consolidated tax return a tax reduction 
attributable to investment tax credit arising from qualified 
investments of MSE. Under the exception to Rule 45(b) (6) 
authorized by the Order of May 23, 1963 (HCAR No. 
14877), the method of allocating consolidated taxes in 
respect of investment tax credits will be applied to MSE. 
The latter will account for investment tax credits applicable 
to it by crediting a deferred account and amortizing the 
tax credits recorded therein over the lives of the related 
assets. The amortization amounts will be concurrently 
credited to operating expense, resulting in reduced costs 
of power sold to the associated operating companies. 


No Federal or State commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. No 
special fees or expenses are to be incurred in connection 
with the proposed transactions except for the charges for 
administrative services, at cost, of Middle South Services, 
Inc., estimated at $500. 











Due notice of the filing of said declaration, as amended, has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18770), 
and no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 

are necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said de- 
claration, as amended, be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as amend- 
ed, be, and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18808/February 12, 1975 


See Securities Act Release No. 5570/February 12, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18809/February 12, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 

New York, New York 10005 

(70-5617) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, has 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (““Act’’), de- 
signating Sections 6(a) and 7 of the Act and Rule 50 pro- 
mulgated thereunder as applicable to the proposed trans- 
action. All interested persons are referred to the declara- 
tion, which is summarized below, for a complete statement 
of the proposed transaction. 


GPU proposes to issue and sell for cash before April 30, 
1975, 2,300,000 additional shares of its common stock, 
par value $2.50 per share (the “Additional Common 
Stock”), in a negotiated public underwriting through a 
group of underwriters represented by Merrill Lynch, Pierce, 
Fenner & Smith, Incorporated. The issuance and sale of 
the Additional Common Stock are not subject to the pre- 
emptive rights of GPU’s present holders of Common Stock 
by virtue of Subdivision (f) of Article 9 of GPU's Articles 
of Incorporation which permits, in the discretion of GPU’s 
Board of Directors, the issuance for cash in a public offer- 
ing in any calendar year of an amount of common stock 


which is less than 5% of the number of such shares (exclusive 
of shares held in GPU's treasury) outstanding at the begin- 
ning of such calendar year. At the beginning of the present 
calendar year, GPU had outstanding 47,358,002 shares of 
common stock. 


On November 7, 1974 (Holding Company Act Release No. 
18646), this Commission announced a temporary suspension 
of the competitive bidding requirements of Rule 50 under 
the Act insofar as those requirements apply to sales of com- 
mon stock. This suspension is effective, under certain condi- 
tions, until April 30, 1975. GPU contemplates selling its 
stock during this period, and thus the sale will be exempt 
from the competitive bidding requirements. 


The proceeds from the sale of the Additional Common 
Stock will be used by GPU for additional investment in its 
subsidiaries and/or to repay a portion of GPU's short-term 
indebtedness, expected to be outstanding at the time of 
sale of the Additional Common Stock. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 11, 1975, request in writing that 
a hearing be held on such matter stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to contro- 
vert; or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney-at- 
law, by certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective as provid- 
ed in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to whether 

a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18810/February 12, 1975 


In the Matter of 


NEW ENGLAND POWER COMPANY 
20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5610) 
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NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England Power Com- 
pany (“NEPCO”), an electric utility subsidiary company of 
New England Electric System (“NEES”), a registered hold- 
ing company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’), designating Sections 6(b), 9(a), 10 and 
12 of the Act and Rules 42 and 50 promulgated thereunder 
as applicable to the proposed transaction. All interested per- 
sons are referred to the application-declaration, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


NEPCO proposes to issue and sell up to $80,000,000 aggre- 
gate principal amount of its First Mortgage Bonds, Series U, 

%, to mature not more than 30 years from March 1, 1975. 
Such bonds will be sold pursuant to the competitive bidding 
requirements of Rule 50 and the interest rate (which shall be 
a multiple of 1/8 of 1%) and the price exclusive of accrued 
interest (which shall be not less than 100% nor more than 
102.75% of the principal amount) will be determined by 
competitive bidding. The bonds will be issued under the First 
Mortgage Indenture and Deed of Trust dated as of November 
15, 1936, between NEPCO and New England Merchants Na- 
tional Bank, Trustee, as heretofore supplemented and amend- 
ed and as to be further supplemented by a twentieth Supple- 
mental Indenture to be dated as of March 1, 1975. NEPCO 
shall notify prospective bidders no later than the second full 
business day prior to the time designated for the submission 
of bids of (i) the maturity date of the bonds and (ii) whether 
or not the bonds shall be redeemable during the first five 
years of their term in connection with a refunding of the 
bonds at a lesser effective interest cost to NEPCO. 


The proceeds from the sale of the bonds will be applied to 
the reduction of outstanding short-term promissory notes of 
NEPCO issued to pay for capitalizable expenditures or to re- 
imburse the treasury thereof. 


The application-declaration states that the Massachusetts De- 
partment of Public Utilities, The New Hampshire Public 
Utilities Commission and the Vermont Public Service Board 
have jurisdiction over the issue and sale of the bonds, and 
the Connecticut Public Utilities Commission may also have 
jurisdiction, subject to waiver, and that no other state com- 
mission and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. The fees 
and expenses to be paid by NEPCO are estimated at $140,- 
000, including service fees, at cost, of New England Power 
Service Company, a wholly-owned subsidiary company of 
NEES, of $40,000. The fees of counsel for the underwriters, 
to be paid by the successful bidders, will be supplied by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 7, 1975, request in writing that a 
hearing be held on such matter, stating the nature of his inter- 
est, the reasons for such request, and the issues of fact or law 
raised by said application-declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail (air mail if the person 
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being served is located more than 500 miles from the point 
of mailing) upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application-declaration, 
as filed or as it may be amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the Act or the 
Commission may grant exemption from such rules as provid- 
ed in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 

or advice as to whether a hearing is ordered will receive any 
notices ahd orders issued in this matter, including the date 

of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18811/February 13, 1975 


NOTICE OF PROPOSAL TO AMEND RULE 70 UNDER 
THE PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 TO CLARIFY THE DISTINCTION BETWEEN IN- 
SURANCE COMPANIES AND INVESTMENT BANKERS 
FOR PURPOSES OF SECTION 17(c) OF THAT ACT 
(File No. S7-533) 


NOTICE IS HEREBY GIVEN that the Commission is pro- 
posing for comment an amendment to Rule 70 under the 
Public Utility Holding Company Act of 1935 (“‘Act’’) which 
would add a clause ““(C)” to Rule 70(c)(4) (Section 250.70 
(c)(4), Code of Federal Regulations). Rule 70(c) contains 
definitions of certain terms as used in Section 17(c) of the 
Act. The proposed amendment would except from the defin- 
ition of an “investment banker” an insurance company or a 
wholly owned subsidiary company thereof which acts in cer- 
tain limited situations as principal underwriter or broker, and 
is proposed pursuant to Sections 17(c) and 20(a) of the Act. 


It is also proposed to delete the words ““The Reconstruction 
Finance Corporation, or” from the preceding subsection of 
the Rule (Section 250.70(c)(3), Code of Federal Regulations). 
Aside from the obsolescence of that exception, it implies 
that Section 17(c) of the Act applies to an officer or represen- 
tative of another governmental agency. 


Section 17(c) does not prohibit a director or officer of an in- 
surance company from being a director or officer of a regis- 
tered holding company or subsidiary thereof. It does apply 
to a director or officer of an investment banker. Problems of 
interpretation have arisen from the development and sale by 
insurance companies of various forms of variable life or annui- 
ty policies, and from a growing practice of ownership by an in- 
surance company of a subsidiary registered as a broker for 
the purpose of effecting portfolio transactions for its parent 
and associates. The broad definition of investment banker 
contained in Rule 70(c)(4) could be construed to transform 
an insurance company into an investment banker for purposes 
of Section 17(c). Such a construction would seem to be incon- 
sistent with the purpose of that section. The securities activi- 
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ties involved here are related to the insurance business and 
do not change the essential character of an insurance com- 
pany. Nor would the amendment permit an insurance com- 
pany to engage in the kind of investment banking activities 
against which Section 17(c) was directed. 


TEXT OF PROPOSED AMENDMENTS 
§250.70 Exemptions from Section 17(c) of the Act. 


Subsection (c)(3) is amended by deleting the words “The 
Reconstruction Finance Corporation or”. 


Subsection (c)(4) is amended to add clause (C), to read as 
follows: 


(c)(4) “Investment banker” means a person engaged in busi- 
ness as an underwriter or a dealer, as these terms are defined 
in the Securities Act of 1933, or a corporation of a major- 
ity of whose stock having the unrestricted right to vote for 
the election of directors is owned by an investment banker. 
It does not include: 


(A) a bank, trust company, banking association, or bank- 
ing firm which is prohibited by stature or by rule or regula- 
tion thereunder from underwriting or participating in the 
marketing of securities of a public-utility or holding com- 
pany, or 


(B) a person whose activities as a dealer are limited to deal- 
ing in evidences of indebtedness secured by mortgage, deed 
of trust, or other lien upon real estate as such, as distinguish- 
ed from usual corporate mortgage bonds and other types of 
corporate securities, or 


(C) an insurance company or a wholly owned subsidiary 
company thereof which acts in either or both of the follow- 
ing capacities: (i) as principal underwriter of variable life 
policies or of variable annuities issued by a separate account 
which is a registered investment company, or of securities 
issued by a registered management investment company 

for which such insurance company or a wholly owned sub- 
sidiary company thereof is the investment adviser; or (ii) 

as a broker solely for the purpose of effecting portfolio 
transactions for such insurance company, a subsidiary com- 
pany all of whose common stock it owns, such separate 
account and such investment company, or any of the fore- 
going: provided, that none of such companies is an affili- 
ate of a registered holding company or any subsidiary com- 
pany thereof. 


As used in this clause (C), “broker,” “insurance company,” 
“investment adviser,” “principal underwriter,”’ and “sepa- 
rate account” shall have the meaning as defined in the In- 
vestment Company Act of 1940, as amended; “registered 
investment company” means a company registered as an 
investment company pursuant to Section 8(a) of the In- 
vestment Company Act of 1940, as amended; and “‘wholly 
owned subsidiary company” means a company all of whose 
outstanding securities are owned by such insurance com- 
pany. 


All interested persons are invited to submit their views 
and comments on the proposal in writing to George A. 
Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549, on or before March 


24, 1975. All such communications should be filed in tripli- 
cate and should refer to File No. $7-533, and will be available 
for public inspection. 








By the Commission. 
George A. Fitzsimmons 
Secretary 
INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8664/February 6, 1975 


In the Matter of 


CG MONEY MARKET FUND, INC. 
CONNECTICUT GENERAL LIFE INSURANCE CO. 
CG EQUITY SALES CO. 

Hartford, Connecticut 06152 

(812-3728) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT 


CG Money Market Fund, Inc. (“Fund”), an open-end, di- 
versified, management investment company registered 
under the Investment Company Act of 1940 (the ““Act”), 
Connecticut General Life Insurance Company (“CG Life”), 
the organizer of the Fund, and CG Equity Sales Company 
(“Equity Sales”), the principal underwriter of the Fund and 
a wholly-owned subsidiary of Connecticut General Insur- 
ance Corporation, the parent corporation of CG Life (collec- 
tively referred to as “ Applicants”), filed an application on 
November 22, 1974, and an amendment thereto on Decem- 
ber 26, 1974, pursuant to Section 6(c) of the Act, for an 
order of the Commission exempting Applicants from Sec- 
tion 22(d) of the Act to permit the sale of securities of the 
Fund with a special schedule of sales charges, that is lower 
than the sales charges ordinarily provided, when such securi- 
ties are purchased with the proceeds of insurance contracts 
issued by CG Life. 


On January 9, 1975, a notice was issued of the filing of 
said application (Investment Company Release No. 8636). 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the requested exemption is appropri- 
ate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act 
that the application for exemption from the provisions of 
Section 22(d) of the Act be, and hereby is, granted effec- 
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tive forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8665/February 6, 1975 


See Securities Act Release No. 5567/February 6, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8666/February 7, 1975 


In the Matter of 


HIGHLAND CAPITAL CORPORATION 
c/o Mr. Edwin Robbins, President 

20 Exchange Place 

New York, New York 10005 


MARATHON SECURITIES CORPORATION 
c/o Mr. Edwin Robbins, President 

20 Exchange Place 

New York, New York 10005 

(812-3498) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Marathon Securities Cor- 
poration (“Marathon”), a non-diversified, closed-end, man- 
agement investment company registered under the Invest- 
ment Company Act of 1940 (the “Act’’) and Highland Cap- 
ital Corporation (“Highland”), a non-diversified, closed-end, 
management investment company registered under the Act, 
filed an application on August 16, 1974 pursuant to Sec- 
tion 17(d) of the Act and Rule 17d-1 under the Act for an 
order permitting the proposed sharing by Highland and 
Marathon of the expenses incurred and to be incurred by 
them in connection with the recently terminated proposed 
combination of Marathon and Highland. Marathon and 
Highland are hereinafter sometimes referred to collectively 
as “Applicants”. All interested persons are referred to the 
application on file with the Commission for a statement of 
the representations contained therein, which are summa- 
rized below. 


Highland and Marathon have substantially the same princi- 
pal officers and principal stockholders; they have similar 
investment policies; and both companies are internally man- 
aged by their officers and directors. Mr. Walter Scheuer 
(“Scheuer”) is the principal stockholder of both Marathon 
and Highland and is Chairman of the Board of Directors of 
Marathon and a director of Highland. Mr. Edwin Robbins 
(“Robbins”) is a principal stockholder of Marathon and 
Highland and the President, chief executive officer, and a 
director of both companies. 


The application represents that Scheuer may be deemed to 
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own beneficially directly or indirectly 213,774 shares (ap- 
proximately 52.5%) of the 406,972 issued and outstanding 
shares of Marathon common stock, although he disclaims 
any beneficial ownership in 82,653 of such shares. Robbins 
may be deemed to own beneficially directly or indirectly 
59,804 shares (approximately 14.7%) of Marathon’s out- 
standing common stock, although he disclaims any beneficial 
ownership in 9,827 of such shares. Scheuer may be deemed 
to own beneficially directly or indirectly 222,600 shares (ap- 
proximately 21.9%) of the 1,017,449 issued and outstand- 
ing shares of Highland’s common stock, although he dis- 
claims any beneficial ownership in 33,285 of such shares. 
Robbins may be deemed to own beneficially directly or in- 
directly 20,800 shares (approximately 2.0%) of Highland’s 
outstanding common stock. An aggregate of 163,840 shares 
of Highland’s common stock, including 146,190 of the 
shares which may be deemed to be beneficially owned by 
Scheuer and Robbins, are owned of record by Gaymark As- 
sociates, a New Jersey limited partnership of which Robbins 
is the sole genral partner and Scheuer is one of the limited 
partners. The application states that, through their stock 
ownership of Highland and Marathon and otherwise, Scheuer 
and Robbins control both companies and dominantly influ- 
ence their operations and policies. 


in August 1973 Applicants entered into a Plan and Agree- 
ment of Reorganization (the “Plan and Agreement of Reor- 
ganization”) pursuant to which it was proposed that High- 
land would acquire all of Marathon’s assets in consideration 
of the issuance by Highland of shares of its common stock 
to Marathon and the assumption of all of Marathon’s liabili- 
ties. Such transaction was subject to the receipt of an order 
from the Commission exempting the transaction from cer- 
tain provisions of the Act and to the approval by the stock- 
holders of both companies. . 


Also, in August 1973, at the same time that they entered in- 
to the Plan and Agreement of Reorganization, Marathon, 
Highland and others (including Scheuer and Robbins) filed 
an application (the “‘merger application”) with the Commis- 
sion seeking the aforementioned order exempting the pro- 
posed combination transaction from various provisions ot 
the Act. In addition, at the same time, Highland filed with 
the Commission a registration statement (File No. 2-48905) 
on Form S-14 (the “registration statement”) under the Se- 
curities Act of 1933 which included as part thereof a joint 
Highland-Marathon proxy statement to be used in connec- 
tion with seeking stockholder approval for the proposed 
combination transaction. 


On January 31, 1974, a notice of the merger application 
was issued (Investment Company Act Release No. 8211). 
Several stockholders responded to such notice by request- 
ing a hearing, and, on June 3, 1974, the Commission order- 
ed a hearing on the merger application (Investment Com- 
pany Act Release No. 8371). A pre-hearing conference was 
held on July 18, 1974, and a hearing was scheduled for 
August 26, 1974. On August 30, 1974, at the request of 
Applicants, an Order Withdrawing Application and Dis- 
missing Proceedings was issued (Investment Company Act 
Release No. 8480). 


The current application states that on July 31, 1974, Mara- 
thon’s Board of Directors met and determined not to pro- 

ceed with the proposed combination transaction with High- 
land and to terminate the Plan and Agreement of Reorgan- 











ization. Marathon promptly so notified Highland, and the 
proposed combination transaction was terminated. The ap- 
plication also explains that Marathon’s Board of Directors, 
at the same July 31, 1974, meeting, determined that Mara- 
thon should be liquidated and dissolved. 


The present application represents that ever since the pro- 
posed combination was first considered by Applicants, sub- 
stantial expenses have been incurred by Applicants in con- 
nection with the combination proposal. Applicants assert 
that the estimated aggregate of such expenses through July 
31, 1974, was $188,200, consisting of approximately $62,- 
200 for printing costs, approximately $35,000 for account- 
ing and auditing expenses, approximately $89,500 for legal 
fees and disbursements and approximately $1,500 for mis- 
cellaneous expenses. In addition, the application explains 
that certain expenses may not have been fully billed yet and 
that certain other expenses, consisting primarily of legal fees, 
are being incurred presently by Applicants in connection 
with the application and in connection with amending the 
merger application and the registration statement for the 
purpose of withdrawing such documents. 


Applicants state that they have submitted the application in 
order that they may share such expenses (plus any addition- 
al expenses incurred in connection with the now terminated 
proposed combination, this application, the withdrawal of 
the merger application and the registration statement) on 
the same basis which they had provided for in the Plan and 
Agreement of Reorganization. The Plan and Agreement of 
Reorganization provided that, upon termination of the pro- 
posed combination, Applicants were each to bear a propor- 
tionate part of the total of all expenses incurred by them in 
connection with the Plan and Agreement of Reorganization 
and the transactions contemplated thereby. It provided that 
such proportionate sharing of expenses would be on the 
basis of the respective net asset values of Applicants (before 
giving effect to any such expenses). In line with such provi- 
sion of the Plan and Agreement of Reorganization, Appli- 
cants have agreed, subject to the granting of the order 
sought by this application, to share the expenses in the 

same proportion as their respective net asset values (before 
giving effect to any such expenses) on July 31, 1974, the 
date on which the proposed combination transaction was 
terminated. 


At July 31, 1974, Marathon’s unaudited net assets (before 
giving effect to any such expenses) were $2,690,162 and 
Highland’s unaudited net assets (before giving effect to any 
such expenses) were $5,840,821. On the basis of such 
figures and in accordance with their expense-sharing pro- 
posal, Marathon would bear approximately 32% of the ex- 
penses and Highland would bear approximately 68% of 

the expenses. 


The application represents that of the total expenses 
through July 31, 1974, approximately $78,300 consist of 
fees for legal services rendered and disbursements made by 
the law firm of Skadden, Arps, Slate, Meagher & Flom of 
New York, New York, which has acted as general counsel 
to Marathon since 1965 and as general counsel to High- 
land since June 1972. Since April 1968 Robbins has been 
associated as counsel with such firm. In addition to repre- 
senting Applicants, Skadden, Arps, Slate, Meagher & Flom 
has also represented Scheuer and Robbins from time to 
time in various personal and business matters not related 


to Applicants. Although Robbins receives compensation 
from Skadden, Arps, Slate, Meagher & Flom, the application 
alleges that such compensation is unrelated to the services 
rendered to Applicants by such firm and that Robbins does 
not participate in the fees paid or payable to such firm by 
Applicants. 


Under the definition of “affiliated person” in Section 2(a)(3) 
of the Act, Scheuer and Robbins are “affiliated persons” of 
both Marathon and Highland, and Marathon and Highland 
are affiliated persons of Scheuer and Robbins. Accordingly, 
each Applicant is an affiliated person of an affiliated person 
of each other. 


Section 17(d) of the Act, and the rules and regulations pro- 
mulgated thereunder, make it unlawful, in pertinent part, for 
any affiliated person of a registered investment company, or 
any affiliated person of such person, acting as principal, to 
participate in or effect any transaction in connection with 
any joint enterprise or other joint arrangement or profit- 
sharing plan in which any such registered company is a par- 
ticipant unless an application regarding such enterprise or 
arrangement has been filed with the Commission under Rule 
17d-1 and granted by an order of the Commission. In pass- 
ing upon such applications, the Commission will consider 
whether the participation of such registered investment com- 
pany in such joint enterprise, joint arrangment or profit-shar- 
ing plan on the basis proposed is consistent with the provi- 
sions, policies and purposes of the Act and the extent to 
which such participation is on a basis different from or less 
advantageous than that of other participants. The applica- 
tion states that since the proposed sharing of the expenses 
by Applicants might be deemed to constitute a “joint enter- 
prise or other joint arrangement or profit-sharing plan” as 
defined in Rule 17d-1(c), it might be deemed to be subject 
to Section 17(d) and the rules thereunder in view of the 
affiliations of Marathon and Highland. 


Applicants have submitted this application for an order of 
the Commission permitting the proposed sharing of expen- 
ses. Applicants submit that their proposed sharing of expen- 
ses is in accordance with and pursuant to the provisions of 
the Plan and Agreement of Reorganization. Applicants state 
that the Plan and Agreement of Reorganization expressly 
provided for such sharing of expenses in the event of its ter- 
mination and the termination of the proposed combination 
of Highland and Marathon contemplated thereby. Appli- 
cants further represent that such proposed sharing of expen- 
ses is reasonable and fair and does not involve overreaching 
on the part of any person concerned with or involved in the 
transaction; that it is not inconsistent with the investment 
policies of either Applicant; and that it is consistent with 
the policies and purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 4, 1975 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
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of such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
application will be issued as of course following said date un- 
less the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who request 
a hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8667/February 7, 1975 


In the Matter of 


PIONEER FUND, INC. 

28 State Street 

Boston, Massachusetts 02109 
(812-3732) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING FROM SECTION 22(d) OF THE ACT THE SALE 
BY AN OPEN-END COMPANY OF ITS SECURITIES AT 
OTHER THAN THE PUBLIC OFFERING PRICE 


NOTICE IS HEREBY GIVEN that Pioneer Fund, Inc. ("“Ap- 
plicant”), a Massachusetts corporation registered under the 
Investment Company Act of 1940 (the “‘Act’’) as an open- 
end diversified management investment company, filed an 
application on December 9, 1974, and amendments thereto 
on January 14, 1975 and January 29, 1975, pursuant to 
Section 6(c) of the Act requesting an order of the Commis- 
sion exempting from the provisions of Section 22(d) a trans- 
action in which Applicant’s redeemable securities will be 
issued at a price other than the current public offering price 
described in the prospectus in exchange for substantially all 
of the assets of Munoz Corporation (“Munoz”). All inter- 
ested persons are referred to the application on file with the 
Commission for a statement of the representations contain- 
ed therein, which are summarized below. 


Munoz, a Colorado corporation, maintains a diversified port- 
folio of securities substantially in the form of investments 
in marketable securities, cash and cash items. Munoz is a 
personal holding company for tax purposes, all of its out- 
standing stock being owned of record and beneficially by 
twelve persons. 


On December 5, 1974, Applicant and Munoz entered into 
a Plan and Agreement of Reorganization (the “Agree- 
ment”) pursuant to which substantially all of the assets of 
Munoz, consisting of securities and cash, with a value of 
approximately $4,737,684 as of November 30, 1974, are 
to be transferred to Applicant in exchange for shares of 
the Applicant’s voting common stock. The number of Ap- 
plicant’s shares to be delivered to Munoz will be determin- 
ed by dividing the net value of the assets of Munoz érans- 
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ferred to Applicant by the net asset value per share of Appli- 
cant, both to be determined as of the valuation time as de- 
fined in the Agreement. 


Applicant expects to acquire all of the securities of Munoz 
except (1) Unmarketable Securities valued at an aggregate of 
$5000 and (2) securities with a market value not exceeding 
$150,000 which will be retained by Munoz to cover its lia- 
bilities and costs. Applicant will not assume any liabilities of 
Munoz. Munoz will be liquidated as soon as practicable after 
the closing. 


The transaction is contingent upon it being tax-free and a 
letter ruling has been requested from the Internal Revenue 
service to that effect. 


Section 22(d) of the Act, in pertinent part, prohibits a regis- 
tered investment company from selling any redeemable se- 
curity issued by it to any person except to or through a 
principal underwriter for distribution or at a current public 
offering price as described in the prospectus. 


Applicant's shares are currently being offered for sale to the 
public through Fund Research and Management, Inc. (Under- 
writer), the Applicant’s sole underwriter which is the owner 
of all of the outstanding capital stock of Pioneer Manage- 
ment Corp. (Adviser), the Applicant’s investment adviser. 
The public offering price of Applicant's shares is net asset 
value per share plus varying sales charges dependent upon 
the amount purchased, the maximum being 8%% and the 
minimum being 1% on sales in excess of $600,000. 


Since no sales charge will be made under the terms of the 
Agreement, the price at which the Applicant will issue its 
shares in exchange for assets of Munoz will be different from 
the public offering price described in Applicant’s prospectus 
and an order exempting the proposed transaction from the 
provisions of Section 22(d) of the Act is necessary. Under- 
writer’s share of the 1% sales charge on sales in sums of 
$600,000 is % of the 1%. If the exchange of Applicant's 
shares for the assets of Munoz had been subject to the sales 
charge set forth in Applicant’s prospectus, Underwriter’s 
share of such sales load would have been $11,965. Under- 
writer has waived any sales loads on the proposed transaction. 


Applicant has agreed to pay up to $5,000 of the fees of 
Munoz’s attorneys and auditors to the extent such fees are 
directly related to the proposed transaction. Adviser, Under- 
writer’s subsidiary, has agreed to reimburse Applicant for 
any special expenses, for auditors, legal counsel, etc., of the 
proposed transaction allocable to Applicant, including the 
$5,000 of Munoz’s expenses, which Applicant has agreed 
to pay. 


Adviser receives an advisory fee from Applicant of 12% per 
annum of Applicant's average daily net assets up to $250,- 
000,000, .48% of such assets between $250,000,000 and 
$300,000,000, and .45% of such assets in excess of $300,- 
000,000. As of November 30, 1974, Applicant had net 
assets of $208,531,242. 


Applicant represents that the benefit of the proposed trans- 
action to it is that it will acquire portfolio securities without 
paying any brokerage commission therefor and thus “save” 
approximately $40,000 that would have been paid in such 
commissions if securities in amounts equal to the value of 
the securities it intends to acquire from Munoz were 
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acquired in the market. 


Applicant has no present plans to sell any of the portfolio 
securities acquired from Munoz and each Munoz shareholder 
has represented to Munoz in writing that he has no present 
intention of selling, redeeming or otherwise disposing of the 
Applicant’s stock to be received under the Agreement. 


No tax adjustment formula has been provided since Appli- 
cant and Munoz had net unrealized capital losses as of No- 
vember 30, 1974, of $51,959,059 and $404,325, respective- 
ly, neither Applicant nor Munoz has any Federal income tax 
loss carryforward, and Munoz will have no realized capital 
gain to be carried over to the Applicant. 


Applicant states that no affiliation exists between Applicant 
or its affiliates and Munoz and its affiliates, and that the 
Agreement was negotiated at arms-length by the two com: 
panies. 


Section 6(c) of the Act permits the Commission, upon appli- 
cation, to exempt a transaction from any provision of the 
Act if it finds that such exemption is necessary or appropri- 
ate in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 27, 1975 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 

of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a hear- 
ing thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon Appli- 
cant at the address stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-alw, by certificate) 

shall be filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will be 
issued as of course following February 27, 1975, unless the 
Commission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8668/February 12, 1975 


See Securities Act Release No. 5570/February 12, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8669/February 13, 1975 


In the Matter of 


PLICO FUND, INC. 
Provident Life Building 
316 North Fifth Street 
Bismarck, North Dakota 
(811-1198) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 16, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8643) of an application filed on De- 
cember 11, 1974, by Plico Fund, Inc. (“Applicant”), an open- 
end, diversified management company under the Investment 
Company Act of 1940 (“Act”), for an order of the Commis- 
sion pursuant to Section 8(f) of the Act declaring that Appli- 
cant has ceased to be an investment company as defined in 
the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the application 
might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered 

a hearing. 


The matter has been considered and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Plico Fund, Inc. under the Act shall forth- 
with cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6718/February 7, 1975 


SEC v. HARVEY L. STARR, et al. 
(W.D. Pa., Civil Action No. 75-128) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on January 28, 1975, the Honorable Barron 

P. McCune, United States District Court Judge for the West- 
ern District of Pennsylvania, entered final judgments of per- 
manent injunction against Harvey L. Starr (Starr) of Las Ve- 
gas, Nevada, Donald E. Smith of Zanesville, Ohio, and World 
Humates, Inc. of Wheeling, West Virginia. All defendants con- 
sented to being enjoined without admitting or denying the 
allegations contained in the Commission’s complaint. The 
judgements enjoin all defendants from violations of the re- 
gistration and antifraud provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934. Ancillary 
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relief was granted by the court in the form of appointment 
of a fiscal agent, an accounting and the disgorgement by Starr 
to investors of monies not applied for purposes as stated to 
the investors. 


The Commission's complaint alleges that Starr used fraudu- 
lent means to offer and sell unregistered interests in five oil 
and gas limited partnerships and that all defendants used 
fraudulent means to offer and sell unregistered interests in 
a limited partnership to produce and market a soil supple- 
ment. Alleged misrepresentations were made concerning, 
among other things, future monetary returns to investors, 
Past production history, the use to be made of investors’ 
monies, the professional experience of Starr, the ownership 
and cost of certain mineral leases, and the commingling of 
investors’ monies. In addition, the complaint alleges that 
Starr used investors’ monies for his own personal benefit 
contrary to his representations and without authorization 
by the investors. 


The fiscal agent, who is still to be appointed, will supervise 
the said six limited partnerships and will make an account- 
ing of monies received from investors and of the use made 
of such monies. After the aforementioned accounting, Starr 
will disgorge to investors the amounts of money not applied 
as stated to investors. 





Litigation Release No. 6719/February 7, 1975 
SEC v. SAXON SECURITIES CORP., et al. (S.D.N.Y.) 


William D. Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange Commission, 
announced today that on January 24, 1975 the Commission 
filed a Complaint in the U. S. District Court in New York 
City charging Saxon Securities Corp., a broker-dealer located 
at 52 Broadway, New York, New York, Robert W. Herko, 
its president, director and a stockholder, and Bernard B. Her- 
man, its secretary-treasurer, director and a stockholder, with 
violating the Commission’s anti-fraud provisions under Sec- 
tion 10(b) of the Securities Exchange Act of 1934, and Rule 
10b-5 thereunder, and charging Saxon Securities Corp. with 
violating, and Robert W. Herko and Bernard B. Herman with 
aiding and abetting violations of, the Commission’s net capi- 
tal, customer segregation, bookkeeping, and supplemental re- 
porting requirements under Sections 15(c) and 17(a) of the 
Securities Exchange Act of 1934 and Rules 15c3-1, 15c3-3, 
17a-3, 17-a4 and 17a-11 thereunder. In its Complaint, the 
Commission requested a temporary restraining order, prelim- 
inary and permanent injunctions enjoining the defendants 
from further violations of these provisions and the appoint- 
ment of a temporary receiver. On the same day, U.S. District 
Court Judge Robert J. Ward, upon the consents of the de- 
fendants. temporarily restrained all of the defendants, pend- 
ing determination of the Commission’s motion for a prelim- 
inary injunction and the appointment of a temporary receiv- 
er, from violating the above provisions of the federal securi- 
ties laws. 


On January 31, 1975 Judge Ward, upon the consents of the 
defendants, permanently enjoined all of the defendants from 
violating the above provisions of the federal securities laws. 
Judge Ward further ordered that an independant certified 
public accountant report to the court and to the Commis- 
sion on the financial status and condition of the books and 
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and records of defendant Saxon Securities Corp. and that the 
business of defendant Saxon Securities Corp. be restricted 
under specified conditions. Judge Ward also ordered a further 
hearing to be held on March 14, 1975. 





Litigation Release No. 6720/February 7, 1975 
US v. ALAN C. SOLOMON (C.A. 2) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission and Paul 
J. Curran, U.S. Attorney for the Southern District of New 
York, announced that on January 14, 1975 the U.S. Court of 
Appeals for the Second Circuit affirmed the 1974 conviction 
of Alan C. Solomon on one count of violating the recordkeep- 
ing provisions of the Securities Exchange Act of 1934. Solo- 
mon had been convicted, in July 1974, of falsifying the books 
and records of Weis Securities Inc. by misvaluing certain bonds 
held in Weis’ proprietary accounts. The conviction was based 
in part on the testimony given by Solomon during a New York 
Stock Exchange investigation of Weis. This testimony was 
turned over to the Commission pursuant to a subpoena, and 
ultimately presented to a grand jury which indicted Solomon 
and four other Weis officers and directors. Solomon contend- 
ed that the testimony violated his Fifth Amendment privilege 
against self-incrimination in light of a New York Stock Ex- 
change constitutional rule that provided for the possibility of 
suspension or expulsion from the Exchange for a failure to 
testify. 


The Court ruled that the New York Stock Exchange inquiry 
was not, as Solomon contended, conducted as an agent of the 
Commission. Judge Friendly, in speaking for the Court, said 
that “‘It is not enough to create an agency relationship that 
Solomon’s conduct violated both a rule of the exchange,” 
with the attendant potential disciplinary action, and federal 
law, with consequent civil and criminal liability. The Court 
also ruled that Solomon’s testimony was not involuntarily 
coerced because there was no certainty what, if any, penalty 
the Exchange would prescribe if Solomon refused to speak. 
Rather, it appeared that Solomon, who had conferred with 
counsel, decided that it would be to his advantage ‘‘to make 
a clean breast of falsifications that were bound to be discover- 
ed...” Finally, the Court, in noting the unpleasant nature of 
Solomon's position, stated that ‘“The rule excluding involun- 
tary confessions does not protect him against hard choices 
when a person’s serious misconduct has placed him in a posi- 
tion where this is inevitable.” 


For further information regarding the entire Weis matter, see 
litigation release nos. 5906, 5924, 5945, 5988, 6292, 6389, 
6418, 6472 and 6538. 





Litigation Release No. 6721/February 7, 1975 
US v. ARTHUR FERDINAND (S.D.N.Y.) 


Paul J. Curran, U.S. Attorney for the Southern District of 
New York, and William D. Moran, Administrator of the New 
York Regional Office of SEC, announced that on January 17, 
1975 Arthur Ferdinand, J. Jack Ganek, Murray A. Handler 
and Sanford L. Price all pled guilty to an information charg- 
ing them with causing an offering circular for the sale of se- 
curities of At-Your-Service Leasing Corp. to be filed with the 
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Commission, which offering circular failed to state that the 
said defendants were personal guarantors of certain debts of 
At-Your-Service Leasing Corp. These debts were to be repaid 
from part of the net proceeds of the company’s public offer- 
ing. The information to which the guilty pleas related stated 
that the defendants had no knowledge of the rule requiring 
the omitted statement to be disclosed.’ 


On January 31, 1975 U. S. District Court Judge Whitman 
Knapp suspended the defendants’ sentences. For further in- 
formation see Litigation Release Nos. 5871, 6209, 6261 and 
6312. 





Litigation Release No. 6722/February 7, 1975 


William D. Moran, Administrator of the New York Regional 
Office of SEC and Paul J. Curran, U. S. Attorney for the 
Southern District of New York, announced the conviction 

on October 17, 1974, after a six-week jury trial of Phillip 
Stoller, a self-employed financial consultant of Woodmere, 
Long Island, N. Y., and Martin Frank, an attorney of Law- 
rence, Long Island, N.Y. Stoller was convicted of one count 
of conspiracy, one count of violating Section 17(a) of the Se- 
curities Act of 1933 and four counts of violating Section 10 
(b) of the Securities Exchange Act of 1934, and Rule 10b-5 
thereunder (the anti-fraud provisions), four counts of viola- 
‘ing the mail fraud statue and two counts of making false 
statements to an officer of the SEC. Frank was convicted of 
one count of conspiracy to violate the securities acts and mail 
fraud provisions. These defendants were indicted and con- 
victed in connection with the offer and sale of the common 
stock of Training with the Pros, Inc. 


On December 6, 1974, U. S. District Court Judge Harold R. 
Tyler sentenced Stoller to four years and three months in 
prison and fined him $15,000. Martin Frank was sentenced 
to two years in prison and was fined $2500. 





Litigation Release No. 6723/February 7, 1975 
SEC v. NORTH AMERICAN ACCEPTANCE CORP., et al. 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice of the SEC, announced that on February 7, 1975, the 
Commission filed a complaint in the U. S. District Court at 
Atlanta, Georgia seeking to enjoin North American Accept- 
ance Corporation (NAAC), a Georgia corporation with its 
principal office in Atlanta, Omega-Alpha, Inc. (OA), a Dela- 
ware corporation with its principal office in Dallas, Texas, 

Sol Blaine and Kenneth H. Killmaster, both of Atlanta, James 
J. Ling, Clyde Skeen, E. Mcintosh Cover and William Tinsley, 
all of Dallas, and Marsahil Cogan, of New York, New York, 
from violations of Section 5 (registration) and 17 (anti- 

fraud) of the Securities Act of 1933 and Section 10(b) of 

the Securities Exchange Act of 1934 and Rule 10b-5 there- 
under (anti-fraud) in the sale of promissory notes of NAAC, 
namely term notes and thrift notes. 


The Commission also is seeking to enjoin, in addition to the 
above named defendants, GCI International, Inc. (GCI), a 
Nevada corporation with its principal office in Marina del 
Ray, California, Patrick N. DiCarlo, of Downey, California, 
and Stephen L. Newman of Marina del Ray, California, from 
violations of the same registration and anti-fraud provisions 


of the federal securities laws in the sale of promissory notes 
of NAAC, namely thrift notes. 


The complaint alleges that NAAC, OA, Blaine, Kilimaster, 
Ling, Skeen, Cover, Tinsley and Cogan made false and mis- 
leading statements and omitted to state material facts in the 
sale of term notes, including but not limited to the use of the 
proceeds; that the land companies owned by NAAC were 
causing a negative cash flow for NAAC; that NAAC was hav- 
ing liquidity problems; that financial statements did not re- 
flect substantial changes in the financial condition of NAAC; 
that OA was losing money; and that millions of dollars trans- 
ferred from NAAC to OA were being utilized by OA for work- 
ing capital and the retirement of debt not related to NAAC. 


The compiaint further charges that all the defendants made 
false and misleading statements and omitted to state material 
facts in the sale of thrift notes, including but not limited to: 
the use of the proceeds; that the land companies owned by 
NAAC were causing a negative cash flow for NAAC; that 
NAAC was having liquidity problems; that financial statements 
did not reflect substantial changes in the financial condition 
of NAAC; that OA was losing money; and that millions of 
dollars transferred from NAAC to OA were being utilized by 
OA for working capital and the retirement of debt not re- 
lated to NAAC. 





Litigation Release No. 6724/February 10, 1975 
STATE v. DONAL W. McQUAY (Crim. Case No. 70663) 


Christopher T. Bayley, King County Prosecutor, and Jack H. 
Bookey, Administrator of the Seattle Regional Office of the 
SEC, announced that on January 27, 1975 Donald W. McQuay 
was sentenced to fifteen years in jail by Judge James Noe of 
the Washington State Superior Court. The sentence was pass- 
ed after McQuay pleaded guilty to all counts in an informa- 
tion charging him with securities fraud and grand larceny 
under state law. 


McQuay pretended to sell his clients shares of a mutual fund, 
but actually diverted the money to his own use. McQuay 
maintained his illusion by utilizing mail drops and printing 
fraudulent forms bearing the name of nationally known 
funds. During the period 1968 to 1974 McQuay stole more 
than $125,000 from various investors. 


McQuay’s cheme was exposed when a customer complained 
directly with the mutual fund and was informed he had no 
account. Subsequent to the customer’s complaint an investi- 
gation was conducted by staff members of the Seattle Re- 
gional Office who turned their findings over to the King 
County Prosecutor. 





Litigation Release No. 6725/February 10, 1975 


US v. DONALD C. LANGE, HAROLD SCHWARTZ, 
JAMES J. JOURNIGAN, AND MARTIN L. SANCHEZ 
(C.D. Cal.) 


William D. Keller, U. S. Attorney for the Central District of 
California, and Robert H. Davenport, Administrator of the 
Denver Regional Office, today announced that on February 
3, 1975, a federal trial jury at Los Angeles, California, re- 
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turned the following verdicts after a three-week trial: 


1. As to defendants Donal C. Lange, Harold Schwartz and 
James J. Journigan, verdicts of guilty on all counts of a fif- 
teen count indictment charging them with securities fraud, 
mail fraud, securities nonregistration and conspiracy; 


2. As to defendant Martin L. Sanchez, a verdict of guilty on 
three counts of the same indictment charging securities fraud, 
mail fraud and conspiracy. 


The indictment alleges that Donald C. Lange of Marina del 
Rey, California (formerly of Casper, Wyoming), Harold 
Schwartz of Los Angeles, California, James J. Journigan of 
Scottsdale, Arizona, and Martin Sanchez of Casper, Wyom- 
ing, willfully and knowingly made false and misleading 
statements of material facts to purchasers of securities of 
Pollution Reduction Corporation (PRC), a Wyoming cor- 
poration, relating, among other things, to PRC’s so-called 
patented anti-pollution device; a $700,000 value assigned 
said device as set forth in the company’s certified financial 
statements; successful testing of the device at Southern 
California Edison Co., and negotiations to install the de- 
vice on power generating plants of Southern California Ed- 
ison Company. For further details of the charges in the in- 
dictment, see Litigation Release No. 6104. 





Litigation Release No. 6726/February 11, 1975 


SEC v. WESTERN PACIFIC GOLD AND SILVER ExX- 
CHANGE CORPORATION et al. (U.S.D.C. Nevada Civil 
Action No. LV-74-188 RDF) 


Robert H. Davenport, Regional Administrator of the SEC, 
today announced that on January 30, 1975, the Honorable 
Roger D. Foley, Chief Judge of the U. S. District Court for 
the District of Nevada, signed an order of preliminary in- 
junction against Western Pacific Gold and Silver Exchange 
Corporation, also known as Western Pacific Coin and Silver 
Exchange Corporation, Sun-Star Foundation, James Ray 
Houston, also known as Sun-Ray Star, Stanton L. Anond- 
son, and Robert C. Evans, prohibiting those parties from 
violating the registration and antifraud provisions of the 
Securities Act of 1933 and the antifraud provisions of the 
Securities Exchange Act of 1934. The order also provides 
for certain ancillary relief requested by the Commission. 
The defendants are enjoined from altering, destroying, 
concealing, disposing, dissipating, transferring or moving 
any books, records, documents, correspondence, funds or 
assets of the defendants Western Pacific Gold and Silver 
Exchange Corporation and Western Pacific Coin and Silver 
Exchange Corporation. The order continues the appoint- 
ment of Robert N. Broadbent as receiver of all assets and 
property of, belonging to, or in possession of the defend- 
ants which have been received as a result of the acts and 
practices complained of in the Commission’s complaint. 
The order goes on to provide that the defendants make an 
accounting of all funds received from investors in connec- 
tion with the silver investment agreements. In addition, 
the order requires that the defendants disgorge to the re- 
ceiver any and all funds or silver which they received as a 
result of their sales and/or purchases of the securities des- 
cribed in the Commission’s complaint. 


Judge Foley’s order of preliminary injunction was accom- 
panied by an eleven page memorandum entitled, Findings 
of Fact and Conclusions of Law in Support of Preliminary 
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Injunction, and follows the submission of briefs of parties 
and oral argument. This memorandum finds, among other 
things, that the defendants have been and now are offering 
for sale and selling certain securities issued by Western Pacific 
Gold and Silver Exchange Corporation and Western Pacific 
Coin and Silver Exchange Corporation and the defendants, 
namely investment contracts, evidence of indebtedness and 
interests and instruments commonly known as a security in 
the form of investment interests in gold coin and silver repre- 
sented by gold coin and silver sales agreements, consisting of 
representations, agreements, and services which are to be pro- 
vided by the defendants, which representations, agreements 
and service arrangements are both expressed and implied, 
which make the transactions securities. The memorandum 
further finds that the defendants omitted to state, among 
other things, and the facts were that: 


1. Western Pacific Gold and Silver Exchange Corporation 
and Western Pacific Coin and Silver Exchange Corporation 
investment agreements are written without acquiring cor- 
responding gold coins and silver, or silver futures contracts 
for each contract sold to investors; 


2. Western Pacific Gold and Silver Exchange Corporation 
and Western Pacific Coin and Silver Exchange Corporation 
pay investors by raising funds from other investors; 


3. Western Pacific Gold and Silver Exchange Corporation 

and Western Pacific Coin and Silver Exchange Corporation 
could not and cannot fulfill their guarantees to repurchase 
gold coins and silver from investors; 


4. Investors’ funds were not being used to acquire silver and 
gold coins and are being diverted and converted to the use 
of the defendants; 


5. Silver is not stored in independent storage facility, nor is 
the investors’ silver segregated from the silver from another 
investor. In fact, little, if any, silver presently exists in stor- 
age or otherwise for the accounts of investors who request- 
ed storage; and 


6. Western Pacific Gold and Silver Exchange Corporation 
is insolvent. 





Litigation Release No. 6727/February 11, 1975 
SEC v. AUTOBALE AMERICA CORP., et al. (N.D. CA) 


Gerald E. Boltz, Regional Administrator of the Los Ange- 
les Regional Office, and Leonard H. Rossen, Associate Re- 
gional Administrator of the San Francisco Branch Office, 
announced that on January 31, 1975, a complaint was filed 
in the U. S. District Court for the Northern District of Cal- 
ifornia alleging that Autobale America Corp. (“Autobale”), 
W. Dean Park, Charles F. Raymond, Richard Schiering, 
Francis R. Salazar, Patsy C. Salazar Family Corp., M. L. 
Fallick and Co., Martin L. Fallick, Stanley M. Giffis and 
Jay V. Miller violated the registration provisions of the fed- 
eral securities laws and Autobale and Park violated the 
antifraud provisions of these laws, all with respect to the 
stock of Autobale, The complaint requests preliminary 
and permanent injunctive relief. 


The complaint alleges that Autobale, formerly of San 
Leandro, California and now of Spokane, Washington, was 
formed in January 1972 by the merger of Fli-Co Corp., 2 
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publicly held shell company and Autobale, Inc., a privately 
held company. Autobale engaged in the manufacture of 
solid waste compactors. No registration statement was filed 
or in effect with the Commission with respect to Autobale’s 
stock at the time these sales occurred. 


The complaint alleges that the defendants sold and aided 
and abetted the sale of large amounts of Autobale shares to 
the public during 1972 in violation of Sections 5(a) and 5(c) 
of the Securities Act of 1933. Raymond and Salazar were 
promoters of the merger which resulted in Autobale and 
thereby simultaneously received large blocks of Autobale, 
much of which they sold to the public. Salazar sold much of 
his Autobale stock in the name of the Salazar Family Corp. 
Schiering sold Autobale shares he received from Raymond. 
Many of Raymond’s and Schiering’s sales of Autobale stock 
were made through Fallick and Co., a Salt Lake City broker- 
dealer, of which Fallick was an officer and Giffis an employ- 
ee. Park was Autobale’s president and sold shares he receiv- 
ed from Raymond. Miller was Autobale’s transfer agent. 


The complaint further alleges that Autobale and Park viola- 
ted Section 17(a} of the Securities Act of 1933 and Section 
10(b) of the Securities Exchange Act of 1934 and Rule 10 
b-5 thereunder by making material misrepresentations and 
omissions in oral and written communications with the pub- 
lic concerning Autobale’s financial condition and prospects. 





Litigation Release No. 6728/February 12, 1975 


SEC v. BEVERLY HILLS BANC®@RP, et al. 
C.D. CA - Civil Action No. 74-2348-ALS 


Gerald E. Boltz, Regional Administrator, Los Angeles, and 
the Division of Enforcement of the SEC of Washington, D.C., 
announced today that on February 3, 1975 the Honorable 
Albert Lee Stephens, Jr., Chief Judge of the U. S. District 
Court for the Central District of California, entered a de- 

cree of permanent injunction against John H. Rauch (Rauch) 
of Los Angeles, California. The latter consented to the entry 
of the injunction without admitting or denying the allega- 
tions of the Commission’s complaint charging that Rauch, 
the President and chief operating officer and a member of 
the Board of Directors of Beverly Hills Bancorp, together 
with others, violated the federal securities laws. Beverly 

Hills Bancorp currently is in Chapter X proceedings under 
the Federal Bankruptcy Act. 


The Commission's complaint charged that Rauch, together 
with the other defendants, employed various devices and 
schemes to defraud, made untrue statements of material 
facts, and engaged in other practices constituting a fraud 
upon purchasers of Bancorp securities. The charges were an 
outgrowth of a variety of transactions involving the sale to 
public investors of real estate projects scheduled for future 
completion. The Commission charged that the defendants, 
among other things, devised a scheme to conceal certain 
cost overruns and made false and misleading filings with the 
Commission relating to the financial condition of Bancorp. 
It was further charged that Mr. Rauch, together with cer- 
tain other defendants, sold unregistered unsecured notes of 
Bancorp and limited partnership interests in real estate ven- 
tures to the public through fraudulent means. 


Under the terms of the injunction, Mr. Rauch is enjoined 
from violating the anti-fraud provisions of the Securities 


Act of 1933 and the Securities Exchange Act of 1934 and is 
further enjoined from making false or misleading filings with 
the Commission. For further information, see Litigation Re- 
lease No. 6980, dated August 19, 1974. 





Litigation Release No. 6729/February 12, 1975 


SEC v. BIO-MEDICAL SCIENCES, INC.., et al. 
(S.D.N.Y. 75 Civil Action No. 226 (TPG) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission announ- 
ced that on February 4, 1975, the Honorable Thomas P. 
Griesa of the U. S. District Court for the Southern District 
of New York signed an Order of Final Judgment by Consent 
enjoining Zsigmond L. Sagi (“’Sagi’’), an officer and director 
of Bio-Medical Sciences, Inc. (“BMS”), from violating the 
anti-fraud provisions of the federal securities laws in connec- 
tion with the offer and sale of the common stock of BMS. 
In consenting to the entry of the Final Judgment, the de- 
fendant neither admitted nor denied allegations of the Com- 
mission’s Complaint. 


In addition to general injunctive relief, the Judgment enjoin- 
ed Zsigmond L. Sagi from holding the position of a director 
of BMS for a period of one year with the proviso that upon 
written application to the Court at the end of one year, this 
restriction would terminate. 





Litigation Release No. 6730/February 12, 1975 


SEC v. NICOA CORPORATION, et al. 
(S.D.N.Y. Civil Action 75 598 (IBW) 


On February 6, 1975, William D. Moran, Administrator of 
the New York Regional Office of the SEC announced the 
filing of a Complaint on that date in the U. S. District Court 
for the Southern District of New York charging the Nicoa 
Corporation (“Nicoa”) of Jersey City, New Jersey, Stevens 
Lithographers, Inc. (“Stevens”), of New York City, David 
Budin (“D. Budin”), Philip Budin (“P. Budin’’), Melvyn Ha- 
ber (““Haber’’), David Trehene- Thomas (“Thomas”), all of 
New York, New York, Donald Fedorchak (“Fedorchak”’) of 
Canfield, Ohio, and Neil Rogen (“Rogen”) president of Ni- 
coa, of Upper Saddle River, New Jersey, with violations of 
the antifraud provisions of the federal securities laws. Ni- 
coa, D. Budin, P. Budin, Thomas, Fedorchak and Rogen 
were also charged with violations of the registration provi- 
sions of the Securities Act of 1933 in connection with the 
offering of Nicoa’s common stock purusant to a Regulation 
A exemption. 


It is alleged that Nicoa, D. Budin, P. Budin, Fedorchak and 
Rogen prepared and employed a false and misieading offer- 
ing circular and Notification in the recent public offering 
of Nicoa’s common stock, in that it failed to state: (1) that 
P. Budin, D. Budin and Thomas were undisclosed under- 
writers of Nicoa’s common stock; (2) that P. Budin and 
Thomas owned restricted shares of Nicoa’s common stock; 
and (3) that P. Budin and Thomas had in the past been the 
subject of Commission proceedings and sanctions, and that 
P. Budin had been the subject of a civil injunctive proceed- 
ing. 


SEC DOCKET/279 












All the defendants are charged with violations of the anti- 
fraud provisions of the federal securities laws in that they 
allegedly manipulated the market price of Nicoa’s common 
stock after public trading in Nicoa’s common stock had be- 
gun, in that they controlled the distribution of Nicoa’s com- 
mon stock, withheld a substantial supply of shares from the 
public market, and created and maintained aritifical trading 
and market activity at inflated price levels. Nicoa’s common 
stock, offered at a price of $5 per share, rose to a price of 
$11 per share on the first day of public trading, and to a 
price of $15 per share within a short period of time. 


The Commission is seeking both preliminary and permanent 
injunctive relief against the defendants. 


The motion requesting a preliminary injunction is return- 
able on March 7, 1975 before the Honorable Inzer B. Wyatt 
of the United States District Court for the Southern District. 


On June 18, 1974, the Commission suspended trading in Ni- 
coa’s common stock and subsequent ten-day suspensions 
have continued to the present. 


On January 23, 1975, the Commission issued an Order tem- 
porarily suspending the exemption from registration pursu- 
ant to Regulation A, of Nicoa’s common stock. The Order 
was based on allegations similar to those stated in the Com- 
mission’s Complaint. (See Securities Exchange Act Release 
No. 10864). 





Litigation Release No. 6731/February 13, 1975 


SEC v. FIRST NATIONAL FINANCE CORPORATION, 
et al. 
(N.D. ILL. Civil No. 74 C 3330) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office of the Securities and Exchange Commission, 
announced that on February 7, 1975, the Commission filed 
an amended Complaint in the U. S. District Court for the 
Northern District of Illinois, Eastern Division, against First 
National Finance Corporation, et al. The original Complaint, 
filed on November 18, 1974, seeks to enjoin First National 
Finance Corporation, Leichner Industries, Inc., Burhold, 
Inc., Illinois corporations, and Roy Burslem, their president, 
from violations of the anti-fraud provisions of the Federal 
securities laws in connection with the offer and sale of debt 
securities of First National Finance Corporation. The amend- 
ed Complaint names as additional defendants Rex Thorn and 
Robert Dedman, both directors of First National Finance 
Corporation and Leichner Industries, Inc. This case has been 
assigned to The Honorable Julius J. Hoffman, Senior Judge. 


For further information, see Litigation Release No. 6605. 





Litigation Release No. 6732/February 13, 1975 


SEC v. PARADOX PRODUCTION CORPORATION 
(D.D.C. No. 315-73) 


The Securities and Exchange Commission announced that, 
after a hearing on January 8, 1975, the Honorable Gerhard 
A. Gesell, U. S. District Court Judge for the District of 
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Columbia, entered, on January 15, 1975, Findings of Fact 
and Conclusions of Law and an Order finding Paradox Pro- 
duction Corporation (“Paradox”), Salt Lake City, Utah, and 
Austin B. Smith, its secretary and treasurer and a director 

of Paradox, in civil contempt of the Court’s order entered 
April 3, 1973, requiring Paradox and its officers to timely 
and properly file required annual and periodic reports with 
the Commission. Judge Gesell dismissed an Order to Show 
Cause issued with respect to Miller Wuslick, the former 
President of Paradox. A second hearing was held on February 
3, 1975 and further proceedings in connection with the Com- 
mission’s civil contempt motion citing Paradox have been 
continued pending full compliance by Paradox and its offi- 
cers with the Court’s Order of April 3, 1973, and the report- 
ing provisions of the Securities Exchange Act of 1934. 





Litigation Release No. 6733/February 13, 1975 


SEC v. UNION PLANTERS CORPORATION, et al. 
(United States District Court for the Western District 
of Tennessee) 


The Securities and Exchange Commission today announced 
the filing of a complaint on February 7, 1975 in the U. S. 
District Court for the Western District of Tennessee seeking 
to enjoin Union Planters Corporation (“Union Planters”), 
Union Planters National Bank of Memphis (‘UP Bank’’), 
William R. Grissom (“Grissom”), John Robert Meador II! 
(“Meador”), A. S. Hart & Co., Inc. (“‘Hartco”’), Albert S. 
Hart (‘Hart’), Thomas E. Hollahan (“‘Hollahan”’), and 
Thomas F. Gaines ili (‘““Gaines”) from further violations of 
Section 10(b) of the Securities Exchange Act of 1934 (“Ex- 
change Act”) and Rule 10b-5 thereunder, and Hartco, Hart 
and Hollahan from further violations of, and aiding and 
abetting further violations of, Section 15(a) of the Securities 
Exchange Act of 1934. 


The Commission’s complaint alleges that the defendants 
Union Planters, UP Bank, Grissom and Meador transferred 
securities between the trading account and the investment 
account of UP Bank for the purpose of concealing certain 
losses in the bank’s trading account. Further, these defend- 
ants “‘parked” certain corporate securities from the bank’s 
trading account with Hartco, and subsequently repurchased 
from that firm the same securities at fictitious prices above 
market for the purpose of concealing losses in the bank’s 
trading account. 


The Commission's complaint also alleges that Hartco through 
Hart and Hollahan, effected these transactions in non-ex- 
empt securities without being registered with the Commis- 
sion. 


The Commission’s complaint further alleges that Grissom, 
Gaines and Hart engaged in specualtion in “‘when issued” 
government securities, buying and selling these securities 
from UP Bank’s trading account in Hart’s name, while 
Grissom and Gaines were employed in that same depart- 
ment, without disclosing to the bank the pecuniary inter- 
ests of Grissom and Gaines. 


Union Planters, UP Bank, Hartco, Grissom and Hart agreed 
to court ordered undertakings in lieu of injunctions, which 
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undertakings provided that these defendants would not vio- 
late the foregoing provisions of the Exchange Act in the fu- 
ture. Orders incorporating the undertakings of these de- 
fendants were entered on the date of the filing of the com- 
plaint, February 7, 1975. 





Litigation Release No. 6734/February 13, 1975 


SEC v. G. C. GEORGE SECURITIES, INC.., et al. 
(E.D. Wash. Civil Action No. C-75-28) 


Jack B. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, has 
announced that the Commission filed a complaint February 
12, 1975 in the federal court in Spokane, Washington seek- 
ing injunctive relief against future deceptive and manipula- 
tive acts and practices by eleven Spokane broker-dealers, 
their principals and some employees, in connection with 
the publication and dissemination of a securities quotation 
medium, known as the Spokane Over-The-Counter Quota- 
tions, in a manner which allegedly constitutes violation of 
certain anti-fraud statutes and rules administered by the 
Commission. The broker-dealer firms named in the action 
were: G. C. George Securities, Inc., Jerry T. O’Brien, Inc., 
d/b/a Pennaluna & Company, J. R. Dillon & Co., Inc., R. 
E. Nelson Co., McCartney Co., Inc., First Western Securi- 
ties Company, McNeice Securities Corp., Spokane Securi- 
ties Corp., L. E. Nicholls Co., Parsons Securities, Inc. and 
P. L. Sandberg & Co., Inc. 


The complaint alleged, among other things, that the de- 
fendants used the mails and instrumentalities of interstate 
commerce to cause a daily price quotation sheet for the 
securities of approximately 80 local mining companies to 
be prepared and distributed on a nationwide basis without 
disclosing material facts concerning the source of the prices 
quoted, the manner in which such prices were selected for 
quotation, disparities between the published quotations 
and the prices at which contemporaneous transactions in 
the same security were being effected by the broker-dealers 
who supplied such quotations, and the limited extent to 
which such broker-dealers considered themselves bound 

by such quotations. 
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TRUST INDENTURE ACT OF 1939 
Release No. 380/February 6, 1975 


See Securities Act Release No. 5567/February 6, 1975. 





TRUST INDENTURE ACT OF 1939 
Release No. 381/February 10, 1975 


The Securities and Exchange Commission has issued a notice 
giving interested persons until March 4, 1975 to request a 
hearing on an applicantion by Bay State Gas Company 
(“Company”), a Massachusetts company, pursuant to Sec- 
tion 310(b)(1)(ii) of the Trust Indenture Act of 1939 de- 
claring that the trusteeship of the First National Bank of 
Boston under six indentures of the Company is not so 

likely to involve a material conflict of interest as to make it 
necessary to disqualify First National from acting as Trust- 
ee. 
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